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PREFACE TO THE SECO’ND^EDlTtf 

Money and Banking are so closely interwoven with the coft 
mercial life of a nation that it is essential for every person engage! 
in business to have some knowledge of the part which they })lay il 
it. The present volume is intended to give an account of each ol 
them in a definite and practical form and the author trusts that hi! 
work may be found pseful to the student, to bank officials, 
to the commercial classes generally. 

The nature and the use of Money, the mechanism of Exchange, 
and the development of Ranking in various parts of the world — but 
with special reference to England and the Money Market- 
are fully explained. Hut, in addition, the organisation of a banl 
the duties of its various officials, and the manner in which the books 
of a bank are kept and the balance sheet prepared are dealt with, 
and these form an essential feature of the book. 

The legal side of Banking has not l)een neglected, and all the 
most important points in connection with bills of exchange, cheques, 
and promissory notes, as well as the nature of the relationship 
existing between a banker and his customers, have been carefully 
noted. 

A glossary of terms connected with Banking has also been added. 

The author is indebted to many works of reference in the com- 
I)ilation of this volume, and desires to make special mention of the 
various articles uj^on Banking and allied subjects in the last edition 
of the “ Encyclopaedia Britannica.” “The Modem Bank,” by Amos 
K. Fiske, and “ National Bank Organisation,” by the National 
City Bank of NewYork, have been largely drawn upon for an account 
of the American banking system. 

The present edition has been carefully revised and brought 
up to date. 
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MONEY, EXCHANGE, AND 
BANKING 

• CHAPTER I 
MONEY 

There is abundance of evidence procurable to establish the fact 
that in the primitive ages of the world there was no such thing as 
money in existence, and that when trading did take 
place between Iversons, they exchanged their products 
directly with one another. If a man had in his possession any 
article Avbich was superfluous, so far as he was concerned, and of 
w hich he wished to dispose, his only course was to find some other 
individual in the same position as himself as far as another article 
w^ concerned, and then to negotiate, an exchange, if that were 
possible. Such a transaction was called barter. A proceeding 
of this kind would not always have been attended with great 
inconvenience if the various articles to be exchanged had repre- 
sented an equed amount of labour expended upon their production, 
or if the desire to possess them had been the same in every 
i ndividual. But, as is very well kn.own, such was not the case. 
Things vary in value. 

And here it is necessary to explain what is meant by value. Ibe| 
value of any article is the amount or quantity of any other articla 
Value can be obtained in exchange lor it. Thus, if onef 

pound of meat can be exchanged for four pounds of 
bread, the value of beef as compared with bread is in the ratio of 
four to one. Similarly the value of bread, beef, or any substance 
whatever, may be expressed in the terms of some other substance, 
and the ratio which subsists between them is the statement of 
their value. In order, therefore, that there may be value, there 
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must be a consideration of two things, and the value of each, when 
they are compared, is the quantity of the other which it will fetch.* 
It is of the utmost importance that value should not be confounded 
with utility. An article may be useful for many purposes, and its 
utility may vary at different times. Its utility is something 
which is inherent in it. But an estimate of its value can only be 
attained by a comparison with something outside it. One often 
hears of intrinsic value.” The phrase is meaningless. A thing 
may be intrinsically useful, or it may possess, as it is sometimes said, 
intrinsic, virtues, but it is as ridiculous to speak of intrinsic value 
as of intrinsic equality or intrinsic distance. 

As it is obviously imjoossible for the value of all things to be 
expressed by the ratio of one to one, that is, for any one article 
to be exchanged for any other, or for six articles 
^*^arter * ^^^ays exchanged for six of another, 

it would have been impossible for many transactions to 
have taken place without some modification of the early system of 
barter. Suppose, for instance, that a man had an ox which he did 
not need, and required a knife which was the sole disposable posses- 
sion of another man,, it would be absurd to imagine that any 
exchange would have taken place between the two unless the 
desire for the knife on the part of the man who had the ox had 
been so overpowering that he would have been contented to 
give almost anything for its possession. Consequently, two men 
in the position just indicated could not have done any business 
under the circumstances. Again, other individuals might have 
desired to exchange commodities, but have been unable to do 
so on account of the difficulty of arriving at a determination of their 
value. 


It was probably the latter of the two above-named states of facts 
that first led some ingenious jjerson or other to see how much more 
easily business could be conducted if every article 
in commerce was measured by some common stand- 
ard. Amongst the ancient Greek s, for instance, 
before money was invented, it was a common practice to compare 
or value everything which was of ipiportaiKe with oxen. This or 
that thing was worth so many oxen. Homer gives several illustra- 
tions cf this method of arriving at the value of different articles. 
Even a rough and ready method of this kind was infinitely preferable 
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to a pure and simple state of barter. It saved an enormous 
•amount of haggling and bargaining. It is not to l>e supposed 
for one moment that oxen were handed over in exchange at any 
time, or that they served all the purposes of money. But the 

( measurement of value in this way permitted of exchanges being 
negotiated and carried through which might otherwise have been 
impossible. 

It was a great step to have advanced as far as a measure of value. 
• But the case of ihc man with the ox and the knife respectively, 
in the illustration suggested above, would not have 
been helped forward one jot by the mere comparison 
of a knife to an ox. It is to Ix'. assumed that the 
one man was as eager to dis]X)se of his ox as the other was to 
dispose of his knife. In order to do this, seeing that a direct 
exchange was practically impossible, owing to the difference in 
value, some medium was required by means of which it could be 
accomplished. In other words a medium of exchange was necessary. 
The man with the ox would be willing to part with his animal 
if he could receive something in addition to the knife, something 
which re])resented the difference in value between the ox and the 
knife, and which would enable him to claim or demand another 
thing or other things in the future. The something he was to 
receive would be an acknowledgment of a debt due to him of 
which he could demand the payment in due course. 

The something that is given to signify the existence of an un- 
liquidated debt, and which can in turn be exchanged for other 
things, is money. Its two great functions have already been 

I? r ®^Pressed in showing how it came into existence, 

functions of \ir . 

Money. ^oney acts as a measure of value and also as a 
medium of exchange. These two functions must be 
most carefully borne in mind, as there are so many mistaken ideas 
as to what money exactly is. Some people confound money and 
wealth. E>mept -in- so far as it has an. exchange value, ^noney is 
^ O l.j y g gJth at . aJ L Again, others imagine that there must be 
enough money in existence to purchase every article in the world, 
if necessary. This idea is so absurd, upon a moment’s consideration, 
that it calls for no comment at all. There is nothing wonderful in 
money itself -its wonder and its use consist in the advantages that 
can be derived from it. 
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It has been stated that when a man takes money in exchange 
for goods he obtains a commodity either in the shape of silver or ^ 
gold, which he knows will be accepted for other goods 
or for services to be rendered to him in the future. 
Money is, as it were, a certificate showing this right 
or title. It will be seen, therefore, that there are circumstances, in a 
high state of civilisation, under which it is possible to conceive of 
business being carried on without the aid of money. If men could 
rely implicitly upon one another, and if it was absolutely certain 
that a right which had been acquired would be generally recognised 
and its indefinite transfer permitted, the world might exist on credit. 
That there is an enormous amount of credit in existence is well 
known, but this credit is built up upon the quantity of money which 
is in circulation, and to which recourse must be had in the long run. 

The function of money, and the way in which it plays its part 
in the world’s economy, has never been better expressed than 
by the great French writer, Bastiat. He says : “ This 
^Money^" is now the time to analyse the true function of money, 
leaving out of consideration the miners and importa- 
tion. You have a crown jnece. What does it mean in your hands ? 
It is, as it were, the witness and the prool that you have at some 
time clone some work which instead of profiling by, you have 
allowed society to enjoy, in the jierson of your client. This crown 
piece witnesses that you have rendered a service to society, and 
moreover states the value of it. It witnesses, besides, that you 
have not received back from society a real equivalent service as 
was your right. To put it in your i)Ower to exercise this right 
when and how you please, society by the hands of your client has 
given you an acknowledgment, a title, an order of the state, a token, 
a crown piece, in short, which does not differ from titles of credit, 
except that it carries its value in itself {sic), and if you can read 
with the eye of the mind the inscription it bears, you can distinctly 
sec these words, ‘ Pay to the bearer a service equivalent to that 
which he has rendered to society. Value received and stated, 
proved and measured by that which is on me.' After that you 
cede your crown piece to me. Either it is a present, or it is in 
exchange for something else. If you give it to me as the price 
of a service, see what follows : your account as regards the real 
satisfaction with society is satisfied, balanced, closed. You rendered 
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it a service in exchange for a crown piece, you now restore it 
the crown piece in exchange for a service ; so far as regards you 
the account is settled. But I am now just in the ix)sition you were 
before. It is I now who have done a service to society in your 
person. It is I who have become its creditor for the value of the 
work which I have done for you, and which I could devote to 
myself. It is into my hands, therefore, that this title of credit 
should pass, the witness and the proof of this social debt." 

The necessity for a measure of value and a medium of exchange 
* being granted, it is of the utmost importance to notice the require- 
Necessary ^ I^erfect money system. It is too much 

Qualities of to hope that the whole of these requirements can ever 
Money. attained by the use of any particular material, 

but, as will be shown later on, gold, silver, and copjxjr seem to 
possess the majority of them more than any other substances. The 
late Professor Jevons carefully considered what these requirements 
were and stated them as seven in number, viz.,. value in the material 
u^d itself, portability, indestructibility, homogeneity, divisibility, 
stability ol value, and . cognisability . 

Since money has to be exchanged for valuable goods, it must of 
itself possess value and have utility as the basis of value ; in other 
words, it must be such that an ordinary person would 
care to have possession of the substance in any form, 
coined or uncoined. The precious metals belong to this 
class of things, and, therefore, fulfil the first of the seven require- 
ments. The value which attaches to a paper currency is the 
knowledge that the paper can be exchanged for coins if 
necessary. If this were not so the quality of value in the 
material itself would not be satisfied, as it is nothing more than 
the paper used in its manufacture. 


It is essential that money should be capable of being conveyed 
with ease from one place to another. There musf: be great value 
’/Portability sfflftlL space. Bulky and cumbersome materials 
used for money would render commerce as difficult 
as in the days of barter. How important this quality is will be 
recognised when it is remembered that the differences created by 
international trade have to be liquidated at times by money being 
sent from one country to another. This is the only method of 
settlement. The manner in which this transfer is economised in 
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practice will be noticed later. It is not an easy matter to transport 
a large quantity of gold or silver, but the precious metals are much, 
more satisfactory for this purixjse than any other substance. 

The quality of indestructibility is not possessed by any substance 
in nature, that is, nothing can retain its shape, form, and general 

Indestructi- a])i)earance for an indefinite period of time. But 
bility. although nothing is indestructible, there are certain 
substances which approach that quality nearer than others. It 
has been ix)inted oat that money is a record or a certificate of a 
debt. If, therefore, that record is to be kept, it must be of such a 
kind that it cannot be easily destroyed. The superiority of the 
precious metals over the various devices of ancient, mediaeval, and 
[ even modern times, such as cowrie shells in East Africa, compressed 
tea in Thibet and parts of China, dried fish in Newioundland, tobacco 
in Virginia, and soap in Mexico, is easily apparent. 

By homogeneity is meant a sameness of kind or nature. It is 
of the greatest im])ortance that there should be no difference in 
. the value of the different parts of the substance used. 

’ There are various kinds of almost every substance 
one can name exce])t the precious metals. Gold and silver are 
uniform throughout. 

It is obvious that in order that the requirements of money as 
a medium of exchange should be fulfilled, the substance used must 
. ... . be divisible into any number of parts, and there must 
be no loss occasioned by the division. If a sovereign 
is divided into four equal parts, each of these parts is of the value ot 
one fourth of a sovereign, that is, there is practically no loss — ^it is 
impossible to neglect the fact that there is, at least, a slight loss by 
the process of division, though the loss is only about Jd. to ^d. per 
ounce — ^l)y reason of its being divided. Again, if the four parts 
are welded into one, the value of the whole product is equal to 
that of the four j)arts separately. This power of divisibility 
without loss is not possessed by all substances. For example, 
precious stones might serve as money, since they possess some 
of the qualities which are necessary for it. But they fail when 
th e ques tion ot divisibility arises. A precious stone cannot be cut 
up into parts witKout an enormous lo^ in value. Th e collec tive 
value of th e parts of a brqken^jdiamond is very much less than the 
value of the stone as a whole. 
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Of all the requirements of money, that of stability of value 
pis, j>erhaps, the most important. And by stability is meant 
something as near jxirennial fixity as possible. 
When a man enters into a contract which is not 
to be fulfilled for some time, he naturally expects 
to obtain, or to pay, whichever the case may be, something 
which is practically of the same value as it would be if the matter 
was to be concluded at once. For instance, an obligation to receive 
or to pay a sum ol one hundred pounds ten years hence would 
be a serious matter it the value of a sovereign rose or lell two or 
three times during the intervening period. Long-continued credit 
could not, under such circumstances, exist. Instability would 
render measurement of value a mere farce. Great variance in the 
value of money would be as harmful as having a yard measure 
which was forty-five inches in length one year and only twenty-seven 
inches the next. Commerce could not be carried on with such 
conditions existing. A little reflection will show how unsuitable 
some things would be as a measure of value and a medium of 
exchange. Take, for example, the case of wheat. One year a 
harvest may be abundant, another year it may reach the average, 
and a third year it may fail completely. Wheat could not, there- 
fore, serve as money at all. Gold varies, |)erhaps, less than any 
other substance in value as compared with other commodities 
generally. The j)rices of articles, that is, their value as estimated 
in money, have varied to an enormous extent, sometimes rising and 
sometimes falling. But this variation has been, in the main, the 
result of the production of the articles, and not of any great change 
in the value ot gold. Silver has, it is true, declined greatly in 
value, but since the English standard is a gold one, and silver coins 
are but token money, this fact does not alter the general stability 
in value of the coinage. 

The last of the seven requisites ot a perfect system of coinage is 
cognisability, by which it is meant that the substance used must 
be of such a character that a person of ordinary 
Cognisability. intelligence is able to recognise at once what is the 
nature of the substance. Gold nearly fulfils this 
requisite to perfection. Very few people would be imposed upon 
by a counterfeit gold coin. A sovereign is recognisable at once. 
It is not so with silver coins, and as there is a large profit to be 
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made out of them counterfeit silver coins are not uncommon. 
But, owing to the limitation noticed in the last paragraph, the 
consequences of this cannot ever be serious except to the individual 
who is defrauded by having such coins passed on to him. 

Gold, silver, and bronze have been recognised as the most suit- 
able substances for coinage by all civilised nations. They do not 
possess all the qualities which are the desiderata of a perfect coinage, 
but they possess them more than anything else, and consequently 
approach most nearly to i>erfection. Gold and silver are never used 
in a pure state, as they are too soft for circulating purposes. Each* 
is mixed with a certain amount of co])j)er, and the alloy thus 
formed is the standard used for the coinage. ’ Bronze is also an alloy, 
'being comi)osed of a mixture of copj^er, tin, and zinc, in the 
j)roportions ninety-five, four, and one. / 

It is essential that the money ol a commercial nation should be 
maintained in a good condition. NoLonly is it a nxatter of im[)ort- 
a nce a t . home, but also when international exchanges 
havsioJafiJcaade. Much of the prosperity of England is 
due to the excellence of its modern coinage. An English 
sovereign passes current everywhere. But it has not always been an 
easy matter to accomplish this. The governments of all civilised 
states have invariably imposed severe penalties for cases of counter- 
feit coining, and for mutilation of the coinage. But these penalties 
have often proved ineffectual owing to the neglect of scientific laws 
and ordinary precautions. It is not to be expected that any efforts 
can succeed in utterly abolishing counterfeit coining and mutilation, 
but care and watchfulness can diminish them very considerably. 

The history of the coinage of our own country illustrates the 
difficulties which have to be encountered in an unscientific age. 

It is not necessary to enumerate all the different 
Mven^(5jt*b coins which have been in circulation at 

Bad Money/ different periods, but as none of them were very 
finished specimens, and their shapes often very irregular, 
it was easy for an unscrupulous person to make a profit out ot them. 
This was usually done by clipping or by rubbing. It was no 
uncommon thing for piece after piece to be cut off from a coin, the 
cuttings being melted down and sold as bullion. Thus, a person 
guilty of such practices would take a coin purporting to be of a 
certain value, and pass it on as equally valuable after it had been 
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diminished by his act. In the same way a considerable profit 
could be made by rubbing coins together, or shaking them in a 
recejjtaclc, a process still known by the name of “ sweating.” 
As a natural consequence the coins in circulation became smaller 
and smaller in size, and therefore less and less valuable, and often 
they were defaced almost out of recognition. Merchants were, 
therefore, not at all willing to take any kind of coin tendered to 
(them, as they generally are at the present day, and when they did 
get possession of good-sized and valuable coins they were anxious 
\o keep them and only to pass on the smaller and less valuable. 
The money changers were the same. They had to consider foreign 
commerce, and to remember that when coins were sent abroad 
they were valued by their weight and not by their denomination. 
The Government endeavoured over and over again to remedy the 
evil by issuing fresh coins of full size and value. But these were 
hardly in circulation before they disapj)eared. The old worn and 
clipped coins continued to do duty as a medium of exchange, and 
it was an advantage and a gain for a man to kecj) the new coins 
and to hoard them up — ^there were no banks in which to de])osit 
money — or to clip and to sweat them for his own i)uri)oses. The 
good money was effectually driven out by the existing bad money. 

Though this fact is now so simple and so self-evident to the most 
casual thinker, it was very slow iri making itself manifest to the 
government of the country. The first j)erson to 
express it clearly was Sir Thomas Gresham (1519- 
1579), who was the great financial authority of the 
early part of the reign of Queen Elizabeth. This he did in the 
following form, in what is known as Gresham’s Law : ” If coin s 
of the same metal, but of varying weight and quality, circulate 
tqgeBie£^at the same nominal value, the worse coins will tend to 
drive the better from circulatioru but the better will never drive 
out the had/* It was in partial recognition of this law that the 
first great general improvement was made in our coinage in 1696, 
and in full recognition that a final settlement was arrived at in 1816. 

Clipping the coins was prevented by the method of ” milling,” 
first introduced in 1696. Before that time there had been no 
Milling ed^eat^ljpjhgcqii^ Itms..UOt difficult , 

therefore, for any person to cut off a. smdl piece when-, 
^vgrji^e was so inclined. But after the introduction of milling, 
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that is, the turning up ot the edges of the coins and putting rows of 
rirfg^,^nd[. furrows upon them, the coins would be utterly spoiled 
if any part of them was removed, as the miUing would be broken 
intend the coins would not be accepted and could not circulate. 

The difficulty of mutilation having been effectually dealt with, 
there remain the others of sweating and counterfeiting to consider. 

There is, no doubt, some considerable profit obtain- 
able by sweating gold coins, the margin between 
the Mint weight of a sovereign and the lowest weight 
at which it is a legal tender being of sufficient account to allow of it. 
This, however, is a matter which cannot be avoided. The necessity 
of possessing a large capital to make any substantial gain by 
sweating minimises the danger. As to counterfeiting, it is not an 
easy matter to turn out counterfeit gold coins, and certainly not a 
profitable occupation to make them out of standard gold. With 
silver it is another matter. But it is hardly worth while to manu- 
facture counterfeit silver coins in any great quantity, seeing that 
their circulation as legal tender is limited. 

Another most imjwrtant matter to be considered in connection 
with the issue of standard coins is that their value shall be properly 
estimiUiod,^ In other words, any quantity of metal 
^ind"le"o^ in the form of bullion must be of exactly the same 
Coinage value as the same quantity of metal in the form of 
coin, after making a certain allowance for fineness. 
This has been sometimes referred to as the fundamental principle 
of the coinage. A little consideration will make it clear what 
would be the effect of ignoring the })rinci})le. If metal in the form 
o^bullion is more valuable than metal in the form of coin, that 
is, if it has a greater exchange power, the coins will disappear from 
circulation and be melted down into bullion. It, on the contrary, 
tlt£,bullion is less valuable than the coins, every effort will be made 
t o tiin^ the tn^pr Jqto the latter until stability is attained. 

A combination of the effects of Gresham’s Law and the above- 
named fundamental principle of the coinage is seen when there 
are two metals usedi^for coinage, and a certain ratio 
T^^Metals between them. If the ratio of the metals is 

t he same as t heir market, value, the xoias of each 
metal will remain jn. circulation, provided that the rule of the last 
has beeij observed. But if there is a difference between 
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the fixed ratio and the market value, one of the metals will go. oyt of 
Circulation. A nd th e one which renriains in circulation will be the 
ov^\^]ued metal. Thus, if gold and silver are the two metals 
used for coinage, and each of them is recognised as a standard, 
there will be no difficulty so long as the Mint ratio of the two metals 
is the same as their market value. But directly there is a rise or 
fall in the market value of one of them, whilst the standard of the 
coinage remains the same, it will be obviously undervalued in the 
coinage and will be withdrawn, since it can be more profitably 
e mploy ed in . another nianner . 


There are plenty of instances of the truth of this statement 
to be found in history, but it will be sufficient to give 
one of them. Until the adoption of the gold standard 
in England was a bimetallic country, that is, 

both gold and silver were legal tender, the Mint was open to the free 
coinage of each metal, aijd there was a fixed ratio at which they 
circulated. But in 1696,' when the first great improvement was 
made in the coinage, Ihere were golden guineas in existence, and 
silver coins of various denominations. The value of the guinea 
was fixed at twenty - two shillings. Immediately the new silver 
coins began to disappear. It was found, aXter-carcful inquiry, that 
gold- was wer-rated, and that the guinea was not equal in value 
to the sum named. Tlie iiryder-rated silver naturally disappeared. 
Eventually the value of the guinea was fixed at twenty-one shillings, 
and it was estimated that this was nearly four pence too much. 
The reduction in value did something to steady matters, but even 
when the difference was so slight, the silver still continued to 
disappear. Dealings were almost entirely in gold, and England 
became so accustomed to gold as a medium of exchange that when 
the re-arrangement was made in 1816 gold was ado])ted as the 
standard of the coinage. 

It has been pointed out that the value ol anything is the amount 
^Ll^jother thing for which it can be exchanged, and that wlien 
this value is measured by money the name price is 
^oney!^ The value of money is estimated like 

any other substance ; it is exactly what can be 
obtained for it. The value fluctuates according to circumstances. 
Either money increases or decreases in quantity, or the quantity 
of other things increases or decreases. And according as these 
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variations take place prices rise or fall. If the supply of various 
comipodities remains stationary, and the quantity of moqgy 
increases, prices will rise all round. If the quantity of money 
decreases, prices will fall. Similar results follow if the supply 
of money is stationary and that of commodities rises or falls. As 
all things are compared with the standard, it will be seen that it is 
always possible for there to be a general rise or fall in prices. But 
there cannot be a general rise or fall in values, because a rise in the 
price of any commodity implies a corresponding fall in the value 
oLthe coin in which it is expressed. If there is any change in the 
valiie of two things, one of them must fall and the other rise. Value 
is a ratio, price is the medium by which ratios are measured. 

Since it is impossible to measure a thing by itselt, that is, in 
terms of itself, there is really no such thing as price of money. The 
phrase “ Mint price is sometimes met with, but 
Money^ its Only meaning, when applied to bullion, is the 
number of coins into which a given quantity of 
bullion is divided. A little consideration will make it clear that 
the Mint price of bullion is a fixed quantity, and cannot vary so 
long as the same quantity of bullion is coined into the same number 
of coins. 



CHAPTER II 


THE COINAGE 

The necessity of money having been demonstrated in the last 
cliapter, it is now necessary to examine the steps taken by different 
countries to put it into circulation. The choice 
of a metal, or metals, to serve as a medium of exchange 
is only a preliminary step. The metal, in its uncoined state, is 
known as bullion. S ome j^ousitries have, it is true, used bullion 
as money, but the merchants of those nations were comi)elled to 
carry scales and weights about with them, and the bullion had 
to be weighed out on every occasion. But now a more convenient 
practice has been adopted. The bullion is divided into parts of 
certain definite weight, a stamp is affixed, and this stamp certifies 
that the metal is of a certain weight. Moreover, since gold and 
silver are never used, except in certain Eastern countries, in their 
pure state, the stamping further certifies that the metal which is 
issued is of the standard quality, or, as it is called, of a certain 
fineness. The stamped pieces of metal are called coin. Jt must 
not be supposed that there is any particular value added to a metal 
by its being coined. It,is only a matter of convenience. It saves 
divd^on_ auid weighing. The coin itself will only exchange for ! 
the same quantity of things that could be obtained for a piece of 1 
metal of the same weight. There might be a slight difference if 
there was any expense connected with coining, but it will be shown 
directly that English gold, which is the standard coinage of this 
country, is coined practically free of all expense. 

The necessity of a duly certified coinage is also made manifest 
by the large amount of foreign trade done, and by the international 
exchange which springs from it. Credit can, if 
Foreign Trade, properly regulated, restrict the need for actual coined 
money, but when a debt contracted by one nation 
has to liquidated by it to another nation, credit will not suffice. 
There inust be a trajj^er jof money. And the debt is calculated 
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in the value of the metal which is used. It is immaterial what 
a coin is named. A person who takes gold or silver coins frofn 
a person resident abroad buys so much gold or silver, and it is in 
this way alone that a foreign debt can be paid. 

There can be little doubt that it would have been of the greatest 
advantage for all countries if some one metal could have been 
decided upon as a standard for the coinage of all 
metSlism nations, and if a uniform fineness of this metal could 
have been established. In practice, however, that 
has been found imj)ossible. Gold serves admirably for money. But 
gold alone will not suffice. It is too valuable and therefore too scarce 
for every-day employment. Coins of the sizes of sovereigns 
land half sovereigns are not too small ; but if it were' necessary 
to have gold coins for the purchase of every little article required, 
they would be so minute that there would be great danger of 
their being lost. On the other hand, if silver were fixed upon 
as the circulating medium, the quantity of the metal that would 
have to be carried about whenever business was being transacted 
would be so great that intolerable inconvenience would arise. 
A com])romise, therefore, is necessary. The more valuable metal 
circulates for the sake of the heavier payments, the less valuable 
for the lighter. But one or other of the two must be fixed upon 
as the standard of comparison. A system in which one metal 
is the standard is called a monometallic one. 

In opposition to monometallism there is another system suggested, 
which is known as bimetallism. This, as its name signifies, means 
Bimetallism employment of two metals as legal tender instead 

of one, that is, assuming gold and silver to be the two 
metals chosen, either metal is to be capable of paying any debt in 
existence at the option of the debtor. The difficulties of such a 
system have been referred to in the last chapter. At present these 
difficulties appear to be insurmountable, although there are some 
very powerful advocates for its adoption. 

The difficulties of bimetallism were clearly recognised when the 
Coinage Act of J8J6 was passed. ' England had been a bimetallic 
country up to that date, but the inconvenience 
G^dl^^dard ^^^^ed by the continuous withdr^al of silyer made 
it necessary to adopt a fresh course. This was in 
part owing to the over-valuing of the gold guinea, and the 
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undervaluing of the silver currency. To obviate the difficulty gold 
vns made, after 1816, the sole legal tender in the United Kingdom. 
Bank of England notes arc legal tender in England, except at the 
Bank or at any of its branches, but that is because they can always 
be exchanged for gold. Silver ceased to be legal tender for sums 
exceeding forty shillings, and bronze was made legal tender for 
amounts up to one shilling. 

The principal English gold coin is the sovereign, commonly known 
nc There are other gold pieces coined, but, excepting 

the half-sovereign, the number of them is not great. 
No coin of the exact value of the present sovereign 
had been coined before 1816. There had been gold coins in exist- 
ence, but their values had varied, and for a century before 1816 the 
guinea had been the principal of these. Payments had been made 
principally in guineas, although reckonings had Ixien always in 
{X)unds, and it is a survival of the old custom of payment which leads 
professional jicople to receive guineas rather than pounds up to the 
present day. The gold from which coins are manufactured is mixed 
with a certain amount of copper, the proportion of gold being 916*6 
jx'r thousand parts. The weight of the sovereign is 27447 
grains troy A pound or sovereign, therefore, is sim])ly the weight 
of a certain quantity of a given standard of gold stamped at the 
Mint. Forty jxiunds in weight of standard gold bullion are, by 
the regulations of the English Mint, cut u]) into 1,869 ^xjunds or 
sovereigns, and as the value of gold is estimated by the ounce, this 
works out at jfS 17s. 10 Jd. j>cr ounce. 

Unless gold is required for manuiacturing or other similar 
purposes, it is a disadvantage for any man to keep it in the form 

Cost of bullion. It is necessary to convert it into coins. 

Coinage. privilege of coining money has always been 

jealously preserved by the governments of all civilised 
countries, and in England it is not possible to have this done 
except at the Mint. But people were not always ready to bring 
their gold to be coined owing to the charge which was made for 
coining. It meant a loss to them, or, rather, the gold which they 
received in a coined st^te h^ a less exchange value than the gold in 
ffaeiorm of bullion. In the reign of Charles II., however, this charge 
for coining ceased to be imposed, and any p)erson was at liberty 
to bring his gold and have it coined free of any cost whatever. 
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By the Coinage Act of 1870 bullion may be assayed and coined free 
of expense, but in jiractice it rarely happens that a person goes to the 
Mint with his bullion and sells it at £3 17s. 10 Jd. j>er ounce. If he did 
so he would have to wait for his money until the gold was coined. To 
avoid this waiting the Bank of England acts as an intermediary. 
The Bank takes gold at the price of £3 17s. 9d. per ounce, and 
^pays down the money at once. The difference of IJd. per ounce 
represents the discount charged by the Bank and their own remu- 
neration for their trouble in the matter. It does not represen-t 
any charge whatever for the coining of the gold. 

Before the machinery used for coining purposes reached its present 
state of perfection, the coins which were put into circulation varied 
to a slight degree both in fineness and weight. 

By fineness is meant the proportion of pure gold contained in 
siiUld.acd-^.gold. English standard gold is said to be eleven- 
twelfths fine, since the proportion of pure gold to 
Allo^nws. co])iX'r is eleven to one. It is also known as twenty- 
two carat, owing to the practice ol goldsmiths fixing 
the number of twenty-four for comparison. By the Coinage Act of 
1891 a variation of two i)arts in one thousand is allowed for fineness. 
This is known as a remedy allowance. A remedy allowance is also 
allowed as to weight, and this is also fixed at two- tenths of a grain 
for a sovereign. Other remedy allowances are fixed for other coins, 
double the amount for two-pound pieces and five times the amount 
for five-pound pieces. The weight remedy for half-sovereigns is 
three- twentieths of a grain. / 

A sovereign ceases to be legal lender if its weight is less than 

122; 5 gra ins. Constant wear and tear causes a diminution 

T - *11 weight, and it is impossible to avoid this 

Light ixola. ^ . , 

eventually reaching such a point as to render 

coins no longer legally current if they are kept in circulation. 

Although no charge was made for coining gold after 1666, 

there was no provision as to replacing light gold. The loss 

fell upon the public. It is quite true that the law demanded 

that any person who received a coin defective in weight 

should deface it and return it to its former owner, and 

that the latter had to bear the loss. But it was not 

easy to accomplish this in practice. Lighter and lighter gold was 

consequently kept upon the market. Money dealers were also at 
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work, in accordance with Gresham's Law. The heavy coins were 
picked out and kept, the remainder were again circulated. The 
fundamental principle of coinage was also being neglected. At 
length, however, the Government were induced to take the matter 
up, and to provide for the issue of a better gold coinage. By an 
Act passed in 1889 all the gol d coin ed before 1&S7 was called in, 
and its full nominal value allowed to tKeowners, provided that the 
loss in weight was not greater than four grains in each sovereign, 
^d it appeared that the coins had not been illegally or unfairly 
tampered with. If the loss was greater the coins were taken as 
bullion and at bullion price. This Act has been extended by another 
Act passed in 1891, and the King may now, by proclamation, call in 
and allow the full nominal value of gold coins of any period since 
1837, provided the loss in weight is not greater than three grains 
per sovereign. Gold coins of a date j^rior to 1837 are no longer 
current in this country. 

With regard to the silver coinage, it is simply used in this country 
for small change, and is only legal tender up to forty slicin gs. 

Standard silver consists of thirty-seven parts of pure 
Silver Coinage, silver, and three , parts of copper. Its fineness is 
represented by 925. There are numerous coins of 
different denominations, but their weights are all fixed in multiples 
of the shilling. One troy pound of standard silver is coined into 
sixty-six shillings, and the weight of a shilling is, therefore, 87’272 
grains. 1 hat is when it is issued from the Mint. There is a weight 
remedy of *578 grains. As silver coins are merely token money, 
and not unlimited tender, it is sufficient if they are always deci- 
pherable. There is no weight fixed below which a silver coin ceases 
to be current. 

The mistake of under-rating silver in 1696 was not allowed to 
be repeated in 1816. It has been shown how the silver coinage 
Price of during the eighteenth century through the 

Silver operation of a natural law. And it is clear how the 
gold coinage would have suffered during the nineteenth 
century , through the great fall in the price of silver, if an unalterable 
ratio had been fixed between gold and silver, and if the two metals 
had been allowed to pass current as legal tender. The object to 
c attained was to keep just as much silver in circulation as was 
necessary for the purposes of exchange in this country. This was 
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done by coining silver at a price above its market value. In 1816 
the market price of silver was five shillings an ounce. But aa 
ounce of silver was converted into coins of the nominal value of 
five shillings and sixpence. The silver coinage was kept stationary. 
|\s it was not undervalued it did not go out of circulation. As it 
ivas not legal tender except to a limited extent it did not drive gold 
5ut of circulation. There has always been a profit, since 1816, on 
the coinage of silver. But the Government always kept the coining 
to themselves, and the profit consequently went towards keeping 
up the Mint. With the subsequent fall in the value of silver 

to the extent of more than 50 j)er cent., the j)rofit has been 

still further increased. The existence of such a profit makes 
it imperative that the coinage should always be kept in a good 
condition. 

Bronze is an alloy composed of ninety-five })arls of copper, four 
of tin, and one of zinc. Like silver coins, those manufactured 

Bronze Coins bronze are only tokens, and the value of the 

bronze is very much lower than the nominal value 

of the coins. Being also a legal tender only to a very limited 

amount, the same remarks a]>ply to bronze as to silver. 

Owing to the exchanges which take place between various coun- 
tries and the consequent settlement of differences in money, it is 
necessary to examine the monetary systems of the principal nations 
oi the world. 

It was found desirable in 1865 for France, Belgium, Italy, and 
Switzerland, owing to the intimate commercial relations which 
existed between these countries, to formulate certain 

^Union^" regard to their currency. All these 

countries had used silver largely, as had Greece, which 
afterwards joined the Union, but in consequence of the adoption 
of a gold standard by other nations it was necessary to take measures 
not only to prevent the coinage of silver, but also the exportation of 
gold coin, since Gresham’s Law would have l)een quickly brought 
into operation, and the better money would have been driven out by 
the worse. Gold and silver coins were made legal tender, and, the 
ratio of the two metals was fixed at 1 to 15J. This constituted 
a bimetallic standard. The five-franc piece was the principal coin 
in use, those of a smaller denomination being mainly used for small 
change. 
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The weight of the coins was fixed as follows : 

Weight. Pure 

Grammes. Grains. Metal. 

20 francs Gold 6*452 99*563 89*607 

5 francs Silver 25 385*800 347*220 

The Convention established in 1865 was framed to last for fifteen 
years, each state undertaking to receive at its jmblic treasury the 
full legal tender coins of any of the countries in unlimited amounts, 
3nd subsidiary coins to the amount of one hundred francs. Each 
state also bound itself to redeem its own coins in gold or in five- 
franc pieces for a period of two years beyond the termination of the 
Union. In 1873 the depreciation of silver began, when Germany 
had adojited a gold currency. Then there was a steady flow of 
silver to the mints of the Latin Union. Consequently in 1874 the 
coinage of five-franc jneces was limited, and in 1878 it was finally 
susjiended. 

In the year 1885 the Convention was extended indefinitely, 
but if at any time it is abandoned, other silver-using countries will 
have to pay a large sum in gold to France, since that country has 
a large amount of foreign silver in the vaults of the Bank oi France. 
Although they are not members of the Union, Si)ain, Roumania, 
Servia, and Bulgaria have adopted the monetary system of the 
l.atin Union, so that all the countries of Southern Europe are 
practically on the same basis. Other countries having a monetary 
system in many respects identical with that of the Latin Union 
are Bolivia, Ecuador, Peru, the Argentine Re})ublic, Venezuela, 
Hayti, Colombia, and Central America. 

The coins used by those countries which form the Latin Union 
are identical in resiiect of weight and fineness. The unit of value 
is the franc for France, the lira for Italy, the j)eseta for Sj^ain, and 
the drachma for Greece. 

The standard fineness of gold coin and of the silver five- franc 
coin (other silver coins being subsidiary) is 900 jicr mille, and the 
remedy of the fineness is 2 per mille. The silver subsidiary coinage 
IS only legal tender to the amount of 50 francs. All commercial 
transactions, between, say, England and France are on a gold basis, 
therefore it is necessary to state what is the ])ar of exchange or the 
value of the sovereign expressed in terms of French gold, which is 
25 2215 francs. The final adjustment ot debts between the two 
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countries must be gold, but as there are considerable charges and 
expenses connected with the shipment of the precious metal, an 
effort is made to avoid such a course, and it is common for more 
or less francs to be paid by the importer or the exporter. The 
extreme fluctuations in the price are known as bullion points, which 
are as follows : 

25*325 per £ for us. 

25*125 per £ against us. 

Whenever the rate falls above or below these points shipment? 
of gold take place. 

Germany ado])ted a gold standard in 1873, after the Franco- 
German war, the unit of value being the mark, and the standard 
of fineness being the same as that of the countries 
of the Latin Union, viz., 900 per mille. The standard 
weight of gold coins is such that 139| ten-mark pieces 
contain one German pound of fine gold, which is a trifle more than 
16 oz. troy. The twenty-mark gold piece weighs 122*91795 grains 
standard, or 7*96495 grammes. The silver subsidiary coinage is 
only legal tender to the amount of twenty marks, or about one half 
of the English system. The standard fineness of silver is 900 per 
mille ; the remedy is 3 per mille. From one pound of fine silver 
one hundred marks are coined. There are 5-mark, 2-mark, and 
1-mark pieces, and also 50 and 20-pfennige pieces. The two last 
named are one-half and one-fifth of a mark respectively. The 
minor coins of the value of 20, 10, and 5-pfennige are made of nickel. 

Various states in Germany use the thaler, an old silver coin still 
in circulation. It is still a legal tender throughout the German 
Empire, and its value is fixed at three marks. 

Transactions between England and Germany are conducted on 
a gold basis. The value of the sovereign expressed in marks is 
20*43. 

The meaning of bullion points has already been explained. In 
the case of Germany they are as follows : 

20*52 per £ fqr us. 

20*33 per £ against us. 

The terms for and against us are used to signify that we are 
either receiving or losing gold, and these require most careful 
consideration as affecting the reserves of the banks of either 
country. 
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Holland had formerly a single silver standard, but in 1816 the 
bimetallic system was adopted, the ratio of gold to silver being 
fixed at 1 to 15*873. In 1847 silver was again adopted 

Holland. standard, but the bimetallic system was 

re-established in 1875. Silver is, however, only coined on 
Government account. 

The following is the monetary system : 

(1) Gold and silver are standards of value in the relation ot 1 to 
45*625. 

(2) The unit of value is the florin or guilder. 

(3) The standard of fineness of gold coin is 900 per mille, the 
remedy being 1*5 per mille. 

The standard fineness of silver coin is 945 i)er mille, and the 
remedy is the same as for gold coins. The standard weight of 
a gold piece of ten florins is 6*72 grammes, the remedy in weight 
being 2 per mille. The standard weight of the silver coin is 10 
grammes, and the remedy of weight is 3 per mille. 

Commercial transactions between England and Holland are 
on a gold basis. The cost of a draft on Amsterdam for 100 florins 
is about £S 4s. 7d. Thus the value of a florin at the rate of exchange 
of 12*3 is equal to Is. 7d. 

Austria-Hungary adojHcd a gold standard in 1892, the unit being 
the krone or crown of *33875338 gramme of gold, and of a fineness 
of 900 i>er mille. For the subsidiary coinage the 

Hungary. silver crown weighing 5 grammes of 835 

j^er mille fine. The ratio between the two metals 
is therefore 1 to 13*69. The following are the weights of the gold 
and silver coins : 


Gold 

Silver 


20 

10 

1 


crowns . . 


>> 


Grammes. 
. 6*77506 
. 3*387533 

. 5*000 


2*500 

The value of the 20 crown gold piece is about 16s. 8d. 

The silver crown is the exact equivalent of the franc, but the 
crown being of the lower fineness is less valuable than the franc 
although of the same weight. Silver coins are only legal tender 
to the extent of 50 crowns, but unlimited in payment to the Govern- 
ment. For many years certain trade coins have been in circulation, 
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Portugal. 


viz., the ducat of gold, and the Maria Theresa, or Levantine 
thaler, of silver ; but they are not a legal tender in the Empirft. 
The ducat weighs 3*4909 grammes, and the thaler 28*064 
grammes. 

The coinage of Bosnia, Herzegovina, and Montenegro is the same 
as that of Austria. Bulgaria and Servia have adopted the system 
of the Latin Union. 

Portugal adopted a single gold standard in 1854, which only 
exists in theory, the unit being the milreis. This coin weighs 1*774 
grammes or 27*tl68 grains, and is 916 per mille fine. 
Silver is coined on (iovernment account only of the 
denomination of 500, 200, 100, and 50 rcis, and 916 per mille fine. 
'I'lic silv(M' coin of 100 reis is called the testoon. The weight of the 
coin 2(K) rcis is 77*16 grains ; in fact it is similar to the franc or the 
20-cent piece of the United States, although there is a difference 
ill th(* fineness of the two. The English sovereign is valued at 
4*5 milreis, and is legal tender for that liinourit. 

A single gold standard was adopted by Sweden, Norway, and 
Denmark in 1875, and the unit was fixed at the krone or crown. 

From one kilogram of fine gold 2,486 kroner are 
coined. Thus, one krone is *44803 gramme or 6*9139 
grains, the fineness being 900 per mille. The 20- 
crown gold piece weighs 8*9606 grammes. Silver is 
coined by the (lOVcrnment in 1 and 2 crown pieces only, 800 per 
mille fine, of the weights of 15 and 7J grammes respectively. 
They are legal tender up to 20 crowns. The smaller coins are only 
600 per mille fine, and they are only legal tender for 5 crowns. 

The rate ol exchange between England and Scandinavia is about 
18T7, that is, one sovereign is equal to 18*17 kroner. 

The present monetary system of Russia dates from 1868, the unit 
being the silver rouble of 100 kopecks, although gold is coined, the 
ratio being the same as the Latin Union, viz., 1 of 
gold to 15 J of silver. The gold coin known as the 
Imperial is ol the denomination^ of 10 roubles, and weighs 12*9039 
grammes, the fineness being 900 per mille. A ducat equal to 3 
roubles is also coined. The silver coin known as the rouble weighs 
19 995 grammes, or 308*751 grains, 900 per mille fine. They are 
full legal tender throughout the country. The subsidiary coins 
are only 500 per mille fine, and they are of the denomination of 


Sweden, 
Norway and 
Denmark. 


Russia. 
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5, 10, 15, and 20 kopecks. The last named weighs 3*599 grammes. 
They are legal tender up to 3 roubles, but are accepted by the 
Government to any amount. 

The coinage of the Ottoman Em])ire is sui)i>osed to be on a 
bimetallic basis, but it was necessary in 1880 to suspend the free 
coinage of silver. Both gold and silver circulate, but 
Turkey. transactions with other countries are on a gold 

basis. The Turkish i)ound is equal to 100 piastres or units, and the 
^)iastre is divided into 40 paras, and the para into 3 aspes. The 
gold i)iastre weighs *07216 gramme, and the fineness is 916*73 per 
mille. The Turkish pound, therefore, weighs 7*216 grammes, and 
its English equivalent is about 18s. The silver coin known as the 
“ medjidic ” of 20 i)iastres weighs 24*055 grammes, 830 fine, but 
ill 1880 it was made equivalent to 19 jiiastres. Thus, 105*26 
piastres = £T1. 

The use of silver amongst the natives of India is so great that 
considerable difficulty has been experienced in establishing a gold 
j currency. The Government, in order to prevent the 

bad effects caused by violent fluctuations in the price 
of silver, fixed the gold value of the ru])cc at Is. 4d., and to maintain 
this value accumulated large reserves of gold, so that the currency 
should be placed on a satisfactory basis. In 1893 the mints were 
closed to the coinage of silver in order to assist the Government 
in its endeavour to establish a gold currency. The rupee weighs 
180 grains or 11*664 grammes, 916*73 fine, and contains 165 grains 
of })ure silver. The gold coin is known as the mohur, being 
equivalent to 15 rupees, and is of the same fineness. This coin is 
of the same weight as the rupee. 

Silver is the predominant currency in the East. Thus, at Hong 
Kong the Mexican dollar is full legal tender and contains 377* 1809 
grains of pure silver, the weight being 417*6657 
grains. China uses the same coin, but has in 
addition a weight of silver, known as the tael, of 
the value of -about 2s. lljd. There are, however, several 

kinds in use, the most important being the ** haikwan ’* tael, 
and this weighs 573*9 grains troy, 1,000 fine. In 1890 China 
endeavoured to establish a silver coinage, the unit l)eing a dollar 
of the same value as the United States silver dollar and the 
Japanese yen. 
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In 1871 the coinage of Japan was reorganised upon the European 
decimal system, the unit being the yen of 100 sen, and the standard 
bimetallic, the relation of gold to silver being 1 to 
Japan. iqo't ^ standard was adopted 

and the issue of the silver yen was suspended. The gold coin of 
20 yen weighs 16*667 grammes, 900 per mille fine, and the silver 
coin ot 50 sen weighs 208 grains. Silver is only coined on Govern- 
ment account, and the subsidiary silver coins are 800 per mille fine. 
Mexican silver dollars are in circulation in Japan, as well as ip 
Siam and the Korea — ^in fact they are found very commonly all 
over the East. 

In the United States the currency is a gold one, the unit of value 
being the gold dollar of 25*8 grains, the fineness of which is 900 per 

United States eagle weighs 258 grains, and contains 

232*2 grains of pure gold. The coinage of silver was 
limited by an Act of 1890. The silver dollar weighs 41 2 J grains, 
contains 371*25 grains of i)ure silver, and the fineness is 900 per 
mille. The ratio of gold to silver is 1 (o 15*988, but the coinage of 
silver was suspended after 1873, although in 1878 it was made a 
legal tender for the payment ol all debts. The subsidiary coins 
are the half dollar, quarter dollar, and the dime, and their weights 


are as follows : 


Grains 

Pure 

Silver 

Half Dollar 

, . 

. . 192*9 

173*61 

Quarter „ 

. . 

. . 96*45 

86*805 

Dime 


.. 38*58 

34*722 


The minor coins are legal tender uj) to 25 cents. The 5-cent 
nickel coin weighs 77 16 grains, and consists ol 75 per cent, copper 
and 25 per cent, nickel. 

Mexico, the great silver-producing country, has practically a silver 
currency, the dollar, which weighs 417*6657 grains, being the unit of 
Mexico value. This coin is extensively used in the East, and is 
found in circulation in Hong Kong, China, and the 
Straits Settlements. Mexico has, however, decided to establi.sh a 
gold standard, partly in consequence of the success of the Indian 
currency reform. The new law on the subject came into force on the 
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South 

America. 


1st January, 1905. The monetary unit was fixed at 50 cents gold, 
•r practically 2s. per dollar. It is presumed that the old Mexican 
dollar will now be minted for export purposes only. 

In consequence of the improved conditions of the country the 
dollar has risen in value from 19d. to 22Jd., so that the fixing of 
the new dollar at 24Jd. will only involve a rise of about 5 per cent. 

The currencies of the various states of South America have been 
framed on the model of the Latin Union. Brazil has, however, 
a currency similar to that of Portugal, but the unit, 
viz., the milreis, is one half of the value of the Portu- 
guese coin. The gold 10 milreis weighs 8’ 964 
grammes, the fineness being 91 6| per mille. The silver milreis 
weighs 12*750 grammes, and is worth about 2s. The milreis is 
divided into 1,000 reis. Efforts are being made to establish a gold 
currency, the value of the milreis being fixed at 15d. 

In Uruguay the unit of value is the peso, which weighs 1*697 
grammes, with a fineness of 916f per mille. The silver peso weighs 
25 grammes, is 900 per mille fine, and is equal to the French 5-franc 
piece. 

The Argentine silver peso is a coin similar to that of Uruguay, 
but the theoretical gold peso weighs 1*613 grammes of the same 
fineness as the silver coin. The gold pieces which are coined are 
known as the Argentine and the half Argentine, and weigh 5 and 
2J pesos respectively. The peso is divided into 100 centavos. 

A similar coin circulates in Chili, but its fineness is only 835 per 
mille. 

The gold p)eso of Argentina weighs *5991 grammes, the fineness 
being 916f per mille. The gold coins in circulation are the condor 
of 20 pesos, the dublon of 10 j)esos, and the escudo of 5 pesos. 

The unit of value in Peru is the sol, which is equivalent to the 
French 5-franc piece, with a fineness of 900 |)er mille. 

In Bolivia the unit of value is the silver boliviano, of the same 
fineness as the sol of Peru, weighing 25 grammes. 

In 1885 Egypt adopted a single gold standard, the unit being the 
pound of 100 piastres. Silver is legal tender for 100 piastres and 
bronze and nickel coins for 10 piastres. The Egyptian 
pound weighs 8*5 grammes or 131*172 grains, the 
fineness being 875 per mille, and the value is greater than that of 
the English sovereign, which weighs 123*27447 grains. The silver 
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piastre weighs 21 604 grains or 1*4 grammes, the fineness being 
833.T per mille. The large amount of nickel money of the nominal 
value of 1, a, 5 , and jV piastres, and bronze pieces of and tV 
piastres, indicate the poverty of the lower classes of Egypt. For 
some years Egyptian gold coins have not been issued, and the gold 
which circulates in Egypt and the Sudan is almost exclusively 
English sovereigns. 

There is no gold coinage in Canada, but the United States eagle 
of ten dollars, and the English sovereign are both legal tender to 
Canada amount. The English sovereign is valued at 

$4*86J. Silver coins are only legal tender up to 
10 dollars, and minor coins to 25 cents. The silver 50-cent piece 
weighs 179*32 grains or 11*62 grammes, is of a fineness of 925 per 
mille, and, as compared with the United States* dollar, is worth 44- 6 
cents. 


The colony of Newfoundland has a currency different from that 
ot Canada, the unit of value being the dollar of 25*682 grains or 
1*664 grammes of gold, fineness 916| per mille, and 
e oun an . compared with the United States dollar, is 
worth $1*014. The actual coins in use are $2 pieces. The English 
sovereign and the United States dollar are full legal tender for 
$4*8 and $*985 respectively. The silver coins are legal tender 
up to $10 only. The halt dollar weighs 181*81 grains or 11*782 


grammes, and is 925 per mille fine. 



CHAPTER III 


BANK NOTES 


In the two i)receding chapters money alone has been dealt with, 
that is, metallic coined money. But it is not to be supposed that 
the work of the business world could ever be conducted 
upon a strictly metallic coinage basis. It has been 
pointed out that if a nation were highly civilised, 
and if it were practically certain that every obligation entered into 
by any man would be strictly fulfilled, such a nation might almost 
dispense with money. But it would be very inconvenient and would 
involve a series of complications in accounts. The credit of 
individuals varies, and therefore the collective credit of a nation 
is a most variable quantity. And so long as there is plenty of 
credit in existence different kinds of instruments of credit will be 
called in to supplement and help the metallic coinage, and to that 
extent the currency of the country will be increased. 

The word currency is most frequently used to denote the circulat- 
ing medium in use in a country. It is not a word which can bear 

^ the test of strict examination, but as it has become 

Cm rency. 

so commonly used as a substitute for the more cumber- 
some phrase circulating medium, it is the one which will be used 
whenever speaking of the various instruments by which the business 
of the world is conducted. It must not be forgotten that as between 
country and country differences must be settled by an actual 
exchange of goods, or by money itself in the shape of bullion or of 
coin. Instruments of credit will not suffice, unless they are actually 
of the same value as the money they represent. Internally, however, 
it is different. Everything which transfers credit, and which is 
accepted as such transfer, is a part of the currency of the country. 
\.CQuj .signifies the indebtedness of society to the individual who 
p ossesses, if. This indebtedness is transferred by a transference 
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of the coin. A bank note indicates the indebtedDess of a bank* by 
its„ 4 )roniise to pay, to the holder of the note. It passes from hand 
to hand, and may take the place of money, so long as the credit 
of the bank is good, and the belief exists that the bank has sufficient 
possessions to meet the face value of the note in case of need. 
Again, bills of exchange, cheques, pronli^ory notes, etc., have an 
enormous circulation. They also pass from hand to hand and are 
accepted if it is believed that they will be met at maturity. They 
are taken and dealt with instead of money. They all represeiU 
debts, though they exist u})on credit. And so long as they circulate 
in a country, they represent a part of its currency. Indeed, it has 
been well said that “ the amount of the currency or circulating 
medium in any country is the sum of all the debts due to every 
individual in it — ^that is, all the money and credit in it.” But there 
may be many debts in existence which are not represented by the 
circulating medium, because a system of exchange could take place 
without the u.se of coin. For example, in exchange for labour a 
certain amount of coin may be paid. 

It is difficult to arrive with any certainty at the comparative 
amounts of money and credit which are in daily use. But from 

Ratio of various calculations that have been made at different 
Money to times it has been estimated that in London, at any 
_ Credit ])a])er money, as currency, is responsible for over 

I9^)er cent, of the business transactions carried out. In the country 
the ratio is probably much less, from 80 to .90 i^er cent. But these 
figures must be received with all caution. Nevertheless, it is obvious 
how great would be the difficulties of a country like England if the 
currency consisted of nothing but the metallic coinage. The 
amount of it required would rise enormously. 

It is no part of the object of the present volume to enter upon the 
intricate question of the issue of instruments of credit, such as 

Issue of exchange, cheques, and promissory notes. It 

Instruments is quite true that the issue of them is based upon the 
of Credit. country tp a certain extent ; but no one 

ever expects that they will all be liquidated in that metal. 
Confidence is the foundation of all. When that confidence is 


great we may exjxjct to see a large use of credit documents, and 
so long as the credit of the various persons who are under obligations 
is good, no difficulties will arise. The transfer of the instruments 
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of credit will be quite easy, and their liquidation almost a certainty. 
Blut this liquidation is invariably effected by a transfer of credit, 
and not by a transfer of money. It is to the business community 
that the amount of the issue must be left with all confidence. 
An over issue has at many times led to financial disaster, but that 
is owing to the misuse of credit, rather than to the amount of coin 
which is in existence. 

Bank notes form a very important part of the currency of a 
(^untry. lalhe United Kingdom bank notes are promissory notes 

Bank Notes ^ ban^fit -PJayahle to bearer 

As such they pass most freely from hand to hand, and 
as a rule there is no inquiry into the solvency of any of the 
j)arties to them, as there is in the case of bills of exchange, 
cheques, and promissory notes. The status of the bank is 
the only consideration. For that reason it is necessary that 
the issue of such instruments should be carefully regulated by the 
Government. 

When bank notes were first issued, there was no idea of adding 
in any way to the currency of the country. They were 
simply promises to pay on the ])art of bankers who 
Banknotes received metallic money from the people who 

dealt with them. They were, in reality, a sulistitute 
for the coinage, aud.prevented the wear and tear of the coins which 
arose from frequent circulation. For every note issued the bankers 
were supposed to retain an equal amount of gold in their rooms, 
and at any time the note could be exchanged for gold. It was 
owing to the fact that the bankers did not retain sufficient gold 
to pay the notes issued by them that numbers of disastrous failures 
occurred over and over again. This system of keeping gold as 
against notes has been called the '‘^inq^le deposit ayjstem.” There 
was also another advantage to be derived from the use of notes, 
of money 

i unprofitable to keep gold idle in the vaults of a bank 
and^iubstitute pjaper .moneyjentirely for it. And if the sum total 
of the face value of the bank notes issued was no greater than the 
value of the gold deposited, this was tantamount to substituting 
a paper currency for a metallic one, but people are apt to forget 
the fact that they are excliangeable for gold on demand, although 
at times there is not sufficient gold for the purpose. 
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The issue of notes was not always confined to banks. The Bank 
of England enjoyed special privileges and was very jealous of any 
Eighteenth infringement of its powers, but private individuals 

Century were in the habit of issuing notes, containing promises 

Practices. + demand, and the public were often quite 

willing to accept them. There was a credit being established, and 
business transactions were being conducted by means of these notes, 
which notes took the place of money. So long as the credit was 
good there was no harm done. But directly there was a feeling dt 
distrust, and the notes could not be exchanged for money, a financial 
crisis occurred, entailing ruin upon hundreds of people. In spite 
of the lessons which ought to have been learned from these periodic 
disasters there were nevertheless people who believed that 
there should be no restriction placed upon the issue of notes, 
but that there should merely exist a legal liability to pay them 
in coin on demand. That is not the case nowadays. An un- 
limited note issue is regarded as a grave and serious danger, and 
it was to regulate the issue in this country that the Bank Charter 
Act of 1844 was passed which settled the question of our note issue. 

The terms convertible and inconvertible pai:>er currency so 
frequently arise that it is here advisable to explain what is meant 
Convertible by each of them. (A convertible i)aper currency is 
Inconvitible exchanged on demand for its full 

Notes. value in gold at the bank which issues it.^ For 
example, a Bank of England note is convertible, for it must be 
exchanged for gold at the Bank itself. On the other hand an 
inconvertible pa])er currency is one which cannot be exchanged intoi 
cash at its face value on demand, but which must be accepted asj 
representing the value printed upon it.^ So long as a paper issu^ 
is convertible on demand it retains its value, and in order to be 
convertible it must not be issued to excess. An excess in issue 
would destroy its convertibility. But when paper money is incon- 
vertible, it usually falls in value. There is no inducement to keep 
down its issue, and there is also art uncertainty as to whether the 
obligation of the issuer will be carried out. In such cases the paper 
oecomes at a discount, though it is generally said that gold and silver 
ire at a premium. With an over-issue of inconvertible paper money 
t will be easy to see that, by a modification of Gresham’s Law, 
vhen the issue has reached such an extent that the total amount 
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qf_the currency has become greater than, the normal amount 
rcf quired by the country,„.the precious metals will be driven out 
oj^reulalion and incon ve^ money. will takg its place. 

The English paper currency is a convertible one, that is, the 
pa})er money can be exchanged for gold on demand. It does not 
mean that gold is kept in reserve by the Bank of England for the full 
amount of the notes issued, but sufficient to meet every i)robable 
demand that could be made upon it. But some reserve js. always 
l«ej)t to meet sudden calls and ordinary requirements. This is 
entirely regulated by law. 

At the time of the foundation of the Bank of England, in 1694, 
the whole of its capitd of lj.2QQ,000 was lent to the Government, 
Bank of 1^^^ cent, interest, plqsu£4,l000 per annum for 

England management. In return the Bank was permitted to 
is^e. notes to the same amount. Subsequently the 
capital of the bank was increased, and in all_£l_l,015.100 was lent 
to the Government, the figure at which the debt stands at the 
])resent day. With each loan of capital there was an additional 
right granted of issuing notes, but never beyond the amount of the 
cajfital which had been advanced. For any issue beyond this 
amount the directors of the Bank were personally liable in their 
})rivate capacity. This latter limitation was afterwards removed, 
and the Bank was enabled to issue notes to any amount it pleased, 
butJLhere.^lwftys rested the, obligation upon.ilie.,Bank.to i>ay in 
C 3 n. on demand. 

No difficulties arose from the issue of notes until the end of the 
eighteenth century. The drains of the great French War by 
transferring gold from England to the continent had 
Parent ^ reduced the Bank reserve of gold to such an extent, 
that in 1797 an Order in Council was made forbidding 
the Bank to pay out gold except under particular conditions. At 
that time, when the limitation which had formerly been imposed 
on it had been removed, the Bank had issued enormous numbers of 
notes, ngjone at thatjime understandingJJiat the only and effective 
wa^^f^orrectihg adverse fpreign exchanges is by raising the rate of 
interest , K The nrw e r ^ also very large numbers of country bank notes 
in existence and the effect of the stoppage was reflected upon them, 
since the Bank of England is the great reserve of all the other English 
banks. It naturally followed that there was a heavy depreciation in 
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the paper currency of the country, and until 1816, when cash 
payments were resumed, gold was at a premium compared wifti 
notes, and, consequently, there was a considerable derangement of 
commerce. 

Hut on the whole, esjK‘cially at the j)eriod just following the 
suspension, tlien; was less excitement than might have been antici- 
*j)ated. There were two reasons for this. In the 
I first place it was not intended that the suspension 
I should last longer than four months. And in the 
second ])lace an examination was made of the financial position 
of the Hank. It was found to be perfectly solvent, and ixjople 
were ready to acccrpt Hank of England notes in payment of all 
accounts. Then for the first time notes of the face value of ;fl 
and £2 were |)Ut into circulation. Thes<‘ were for the pur^)Ose of 
meeting |)ayinents for which the guinea coin had been previously 
utilised. 

In 1810, however, the depreciation in the value of the ])aj)er 
currency, which had first shown its(?lf in 1801, became so noticeable 
that inquiries were set on foot to arrive at a satisfactory answer 
to this problem of decline. In 1801 the market ])rice of gold had 
risen to £4 5s. per ounce, but in 1810 it had reached 
£4 10s., estimated in notes. There was also a corre- 
sponding fall in the foreign exchanges. This obviously 
meant that gold was being driven out of circulation, though it was 
not equally certain that it was actually leaving the country. A 
committee of the House of Commons was apix)iiited to inquire into 
the matter, and they came to the conclusion that the whole difficulty 
had lH^*n caused by the excessive issue of notes. The bank notes 
had in fact depreciated, and their purchasing |X)wer was less than 
the purchasing power of gold of the same denomination. It was 
the natural result of mistakes which have just been }X)inted out. 
The excess of notes caused the gold that was still in circulation to be 
under-rated in comparison with the paper, so that it disappeared 
little by little. To fill up the gap caused in the circulating medium 
more notes were issued. And so the depreciation went on. 

The retx)rt of the committee, well kqpwm in the history of finance 
as the Bullion Re|)ort, which examined the whole question with 
great thoroughness and ability, was rejected by the House of 
Commons. As a natural consequence bank notes were still issued 



RANK NOTES 


41 


in great numbers, with the result that by 1813 the market jmce 
af gold had risen to £5 10s. jx^r ounce, and the /I note was valued 
at 14s. 2d. But the truth of the Bullion Keport was made clear 
The Bullion march of events ratlier than by anything else. 

Report. Jhe Napoleonic struggle came to an end, and with 
the re-oj)ening of the era of jH*ace commercial speculation again 
became rife. Credit ex])anded, but as project after project failed, 
and j>eo}>le were unable to meet their ol>ligations, man\’ of the 
country banks w'hich had issued not(‘S in profusion were imal>le 
to meet them, and their j)a|K‘r credit l)ecamt‘ \'alueless. In this 
way it is estimated that the paper currency of the country was 
tliminished In' one half in the three years which followed 1813, 
and it is known that the? market price of gold, as estimated in paper, 
fell to £3 18s. 6d. per ounce in October, 1816. Cash j)ayments were 
resumed, as the demands for gold for export purposes had ceased, 
in November, 1816, though it was necessary to again susi>end 
payments from the early [)art of 1817 until 1819, owing to the 
o[H‘ration of fresh causes. Since 1819 there has not been an 
inconvertible paper curnney in England. 

The Bullion Report had been adversely criticisi'd in tlu‘ Ho\isc 
of Commons on its first appearance*, but after its publication in 
the Press it had converte*d the* whole of the mercantiler 
world. The recurrence of financial crise*s and the 
de*rangement of busine*ss thereby accentuated the 
necessity of examining the position, es|)e*cially as it was insisted 
that these crises were the ivsult of an e*xce*ssive issue* of notes by the 
Bank of England and by the* country banks. It was felt that in some* 
way or other the issue of bank notes must be regulated. A com- 
mittee was ap})ointe*d in 1840, and the result of their deliberations 
was the drafting of the Bank Charter Act, which became law in 1844. 

In considering the whole subject, it was not unnatural that there 
should be o})jx)sing schools in financial matters, each of which 
expressed its views in forcible terms. The jirincipal 
Seorie? these lH*longed to the schools known as Currency 
and the Banking Theorists. Neither of them seemed 
to arrive at a correct solution of the difficulties that had to be met. 
The former held that not(*s ought not to be issued for a greater 
amount than there would be of gold, if the pajx-r currency was 
non-existent. The latter were of opinion that notes could alw'ays 
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\)e safely issued so long as the credit was based upon legitimate 
business transactions. There is, however, no provision made 
for ascertaining with certainty what are legitimate business trans- 
actions. But it is unnecessary to enter into full details as to these 
differences of opinion. The former view eventually prevailed, 
and it is embodied in the Act of 1844. 

The main j)rovisions of the Act of 1844 may be summarised as 
follows : The Bank was divided into two Departments — ^the Issue 
Dc|)artment and the Banking Department. And thf. 
Charte?*Act Dej)artmcnts arc kept entirely distinct from each 

other. The latter has to deal with the ordinary 
transactions of banking ; the former is concerned with the issue 
of notc^s. The directors of the Bank were to transfer securities to 
the value of 14,000,000 to the Issue Dej)artment, and in return 
notes to this amount were issued and transferred to the Banking 
Dc])artment. Th<‘ s(*curities for this sum of £14,000,000 included 
the (Jovornment debt of £11,015,100 ; the difference was made u[) 
in various ways. If tliere was in the Banking Dei>artment any 
coin or bullion which was not required for immediate use, there 
was also to be a transfer of the same to the Issue Department, 
provided that the amount of silver bullion n(‘ver exceeded one- 
fourth part of the gold coin and bullion. For the amount of this 
coin and bullion notes were to Ix' issiu'd and transferred to the 
Banking Department. And again, any person might demand notes 
from the Issue Department in exchange for gold bullion at the rate 
of £3 17s. 9d. jHT ounce. This was the basis of the note issue for 
the future. Except as regards £14,000,000, which amount was 
coveretl by securities, notes could only be put into circulation if 
there w'as bullion to exchange for them as a last resource. And 
this is the basis of the pa|HT currency at the present day. 

In addition to Bank of England notes there are notes in existence 
which arc issued by various country banks. Banks which issue notes 
jxiyable to bearer are known as “ banks of issue.” So 
Bank^^es. credit of the banks is good the notes pass 

freely from hand to hand, and as such form part of 
the currency of the country. The country bankers may not have, 
it is true, coin or bullion to meet thc'notes if the whole were presented 
at one time ; but as they j>ossess other securities it is quite safe for 
them to issue notes so long as they keep in reserve sufficient coin to 
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meet the normal requirements of their clients ; and the amount of 
com required is fixed by exj)erience. Thus, a country l)ank mi^^ht 
issue notes for £3,000, whilst having no more than £1,(XX) as a cash 
reserve to meet them. But if the credit of tlie l)ank is good thtst» 
pass current without difficulty, and by that means a sum of £2,000 
is added to the currency. If, however, tlie banker's debtors fail to 
meet their obligations and the bank becomes pressed for payment, 
disaster may arise. It may be imiK>ssible to realise st‘cuiities 
ejfcept at a great loss, and if the issue of notes had been very 
extensive the loss will be widespread. As it has been shown, 
the over-issue of bank notes led to many tlisasters in the years 
1813-1816. At length a limit was fixed as to country notes. 
The Bank of England obtained a monopoly* of the issue* of bank 
notes in London and within a circle* of thr(*(‘ miles round ; l>(*yond 
three miles and within sixty-five milt‘s the monopol\- was to bt* shared 
with banks consisting of less than ten j)ersons(*stablisb(*d bi‘fore 1844 ; 
and lK*yond the sixty-Hv(* mile limit the mono|)oly was sbart*<l with 
all banks established befon* 1844 which did not snbsecjueiitly lose 
their |)rivileges. The object of thi* Act of 1844 was to r(*dnce the 
issue of country bank notes. In future no |H’rson was to issue 
notes payable to bearer on demand in tiu* Uniti*d Kingdom except 
d banker, and no banker was to have that privilege unless he 
f) 0 sscssed it on the 6th May, 1844. 'i'he privilege*, moreover, was 
to lapse if the country bank ainalgainat(*d with other banks, b(*camc 
bankrupt, or ceased to continue its issue. The* march of events 
has caused an enormous change. In 1844 the amount of country 
bank notes in circulation was nearly nine* millions ; at the present 
time it is less than two millions. To compensate for a change of 
this kind the Act of 1844 provided that if, for any cause, any 
country bank should cease to issue notes, an Order in Council might 
be made authorising the Issue Department of the Bank of England 
to issue fresh notes to the extent of two-thirds of the lapsed issue 
upon the dej^iosit of securities to the same amount. 

All the country banks which still j)os.st*ss the right of i.ssuing notes 
are compelled to transmit a weekly account of their circulation to 


Weekly 

Report. 


the Commissioner of 'I’axes. 1 his return was ascer- 
tained from the average amount of issues of bank notes 
for the twelve weeks preceding the 27th April, 1844, 


and no banker is now at liberty to exceed on an average of four weeks 
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the amount of this average of twelve weeks under the penalty of 
forfeiting an amount equal to the excess. 

It will he seen that the limit of ^^14,000,000 fixed by the Act of 
1844 has been largely exceeded, owing to the diminution in the 
number of country bank notes. But the excess is covered by secu- 
rities. To indicate the financial position of the Bank 
R^rn England, a full return is published every Thursday 

afternoon. It concerns not only the Issue Depart- 
ment, but also the Banking Department. But it is the Isbue 
Depart m(‘nt alone which is now in question. Two returns are here 
given, both of 1902, showing the condition of the Issue department 
at two different dates. 


July 2nd, 1902. 

Issue Department. 

Notes issued .. (iovernment debt.. /[1 1,015,100 

Other securities . . 6,759,900 

Gold coin and bullion 35,363,305 

/J53,138.:K)5 £53,138,305 

Sevt. IOth, 1902. 

Notes issued .. £53,399,920 Government debt .. £11,015,100 

Other securities .. 7,160,000 
Gold coin and bullion 35,224,820 

£53,399,920 £53,399,920 

About two-t birds of the notes are issued from the Bank in 
London, and the other third from the various branches of the 
Bank of England in the country. 

With regard to the i)rofit made u|x>n the note issue, the Bank is 
entitled to a i)roi)ortion, viz., that on an issue of £14,000,000. 
The Government, however, receives the balance on the amount 
of notes issued in excess. Thus, in 1906, the amount received 
from the Bank was £186,593. In addition the Bank allows the 
Government £60,000 jx^r annum in lieu of Stamp Duty, 
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It is a well-known fact that no note of the Bank of England is 
isslied for a sum of less than £S. Reference may here l>e made to 
the different amount for which the notes have Iktii 
issued at various times. During the first half of the 
eighteenth century there were no notes of the value 
of less tlian £20 each. In 1759 issues were made of £15 and £10 
notes, but it was not until immediately before the slo}>j>age of 
payment in 1797 that the Bank of England issiu‘d notes of the 
value of £5. After the stoppage of paynu'iit there wen* £1 and £2 
notes in existence, as has been already stated. But these were 
withdrawn when cash payments were resumc'd alter 1816, and £5 is 
the least value for which th(‘re is an issue of notes at the piesent 
day. Country bank notes were at one tiim* issued for most insignili- 
cant sums. But in 1775 it was forbidden to issue notes for sums 
of less than £1. Later on the amount was raised, and eventually 
it was rendered ill(‘gal for any bank, and not only the Bank 
of England, to issue any note of which the full value was less 
than £5. 

The fact that there exists a vast amount of pajH*r mom*y which 
acts as a medium of exchange has led to the (luestion being asked 
whether England has in fact, a gold stiindard of 
, value. It is quite true that all obligations are legally 
to be liquidated in gold, but it is equally true that 
there is not enough gold in the country to accomplish this. The 
fact is that in addition to the gold there is a great su|)erstructure 
of credit, and so long as this credit lasts debts are able to be 
liquidated by an exchange of credits. To that extent ther<‘fore it 
is more correct to say that the standard of value is a mixture* 
of gold and of obligations to pay in gold. 

It was ho})ed that the adjustment of the note circulation by the 
Act ot 1844 would put an end to the periodicjil financial crises which 
had alarmed and disturbed the country. I'hat it 
failt^d to effect this is shown by the <* vents of 1847, 
1857, and 1866, when it was found necessary to 
sus(>end the working of the Act. Into the causc*s of the events of 
these years it is unnecessary to enter, and it is sufficient to say that 
the difficulties of each occasion were met by the sas]H*nsion of the 
piovisions of the Act limiting the issue of notes, and that by such 
means each crisis was successfully met. The panics of \\n‘ years 
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just named were aggravated by misapprehension as to the working 
of the Act. It is now better understood, and since 1866 there has 
been no jianic calling for legislative interference. Bank of England 
notes have always been readily taken, and unless there should ever 
arise a wild desire for gold and gold only, there is little cause for 
alarm. 

The issue of notes in Scotland is regulated by an Act of 1845, 
which j)ractically had the effect of leaving the sole right of issue 
in the hands of the existing banks. The great featiflre 
Bank-Notes circulation of £\ notes. If there is an excess 

beyond the limit fixed by the Act, it must be 
represented by gold held in reserve. Each bank is required 
to send to the Stamp Office a return showing the average 
for jHTiods of four weeks. Scotch !)ank notes are not legal 
tender, nor are English bank notes legal tender in cither Scotland 
or Ireland. 

The Irish circulation is somewhat similar to that of Scotland, since 
there is an issue of £\ notes. Thesis notes, however, are not a 
legal tender except in payment of the public revenue 
Bank N^tes Ireland. The Bank has the right of an increased 
issue if any of the* existing banks surrenders any 
amount of its issue. Irish bank’ notes are payable only at the 
place where tlu'y are issued, whereas in Scotland those issued at 
a branch are payable at the head office only. If there is an e.xcess 
beyond the limit lixed by the Act of 1845, it must l)e represented 
by gohl. 

It is clear from what has been said that the issue of bank notes 
in this country is strictly limited by Act of Parliament. Foreign 
(mvi-rnments have also aelopted similar restrictions 
Bank^N^es. ortler to prevent a de^preciation in value. It has 
also been recognis»xi that a State is entitled to any 
profit which accrues from the circulation of bank notes. When a 
country has exinuienced financial difficulties, an easy method of 
paying its debts has been found by an issue of notes, and the result 
has generally l>een a tlepreciated currency. For example, in Italy 
there was for many years an o’C^er-issue, the result being that there 
was a premium in gold in 1893 to the extent of 16 per cent., but in 
recent years a large number of bank notes has been called in and 
cancelled, so that now no depreciation exists. 
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The Bank of France is the only institution in France which is 
allowed to issue notes, and the amount in circulation at the end of 

France valued at so high a sum as £172,000,000. 

It is clear, however, that notes in France very often 
take the place of cheques in this country. The legal maximum is 
fixed at £232,000,000, or 5,800,000,000 francs. In order to preserve 
the convertibility of the note, the Bank of France holds £104,400,000 
in gold and £44,000,000 in silver. The large amount of silver held 
m reserve is necessary owing to the fact that France had been for 
many years a silver using country, and after the formation of the 
Latin Union steps were taken to j)revent gold being exj)orted. The 
notes of the Bank of France are legal tender. 

The Germans have copied the English system to a certain extent, 
though not without modifications. In England th(‘re is a strict limit 
fixed, and so long as the Bank Cliarter Act is in force 

Germany, notes cannot be issued beyond this limit unless there 
is gold de])osited to secure that they shall be convertible 
In Germany, however, the fixed limit is allowed to be excei‘ded un- 
der certain conditions by the Bank of Germany itstdf. The extent 
of the issue jxjrmitted to the Im|)erial F^ank is £23,64 1 ,450. To meet 
thi.s issue securities must be deposited, and beyond that sum there 
must be gold to meet the notes. But the Bank is i)ermitled to 
increase its note issue in cases of emergency, provided that 
there is a gold reserve sufficient- to meet one-third of the total 
note circulation in the country. For any excess of notes issued 
in this manner the Bank has a tax of 5 cent, imposed 
u|)on it so far as the amount of the excess over £2^^641,450 is 
concerned. 

Without going into particulars as to other Euroj)can countries, 
it ma}’ be noticed that in each of them grave evils have arisen 

_ . whenever there has betai an excessive issue of bank 

Russia. 

notes. Russia furnishes a good instance. As Bank 
notes are a legal tender in Russia, and the over-issue has l)een 
abnormallv great, it is not surprising that the premium on gold 
has at times amounted to as much as 50 j)er cent. Recently the 
value of the paj)er money has Ixjen settled at a j)t*rmanent rate of 
exchange, one gold rouble Ixiing equivalent to 1 rouble and 50 
kopecks in paj)er. 

The United States had a depreciated currency for many years 
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owing to the excessive issue of bank notes; and in consequence oi 
the coinage of vast amounts of silver there was corf- 
States* siderable difficulty in placing the currency on a 
salisfaclory basis, (iold was at a premium until 1878, 
but from 1879 tlu? Treasury commenced to j)ay notes in gold, and 
this liad tlu‘ effect of clurking fluctuations in the standard of value. 
The tirst issue of notes in 1861 was for $50,000,000, in the following 
year a further issue of $10,000,000 was made, and at present the 
amount outstanding is $346,681,016. 

When a resumption of cash payments was made in 1879, the 
Treasury had $1 14,000,000 of gold in its vaults, and from that date 
not(‘s being equivalent to gold, the Treasury accepted them for 
duties on im])orts. In order to maintain a gold reserve against 
bank notes United States (iovernment Bonds have been issued 
at various times so that a sufficient amount of gold may be 
retained by the Treasury. 

The notes which are in circulation are of various denominations, 
from $1 to $10,000, but the largest number outstanding are notes 
for $10 each. In addition to bank notes, the United States Govern- 
ment has issued what are known as silver certificates of 1890 
(Sherman’s Act) for the ])urpose of ])urchasing 4,500,0(X) ounces of 
fine silver bullion monthly, or as much as may be offeretl at the 
market rate, not to exceed $1 for 371 J grains of fine silver. This 
has Ihhmi (lone in order to maintain the value of silver at the ratio of 
1 of gold to 15*988 ol silver. However, in 1893, an Act was i)asse(l 
which prevented any further purchases of silver or the issue of such 
nott's. 

A distinctive feature of American banking is the issue of bank 
notes by the National Banks. Such banks are allowed to issue 
notes upon the deposit of (iovernment Bonds at the Treasury. 
The minimum of issue was fixed at $30, (XX), and it was not to exceed 
one-third of the amount of bonds lodged with the Gov’ernment. 
This de])osit was made compulsory in order to secure their j^ayment 
on demand. Such notes are not a legal tender for debts, but the 
National Bank must accept the notes of a similar bank at their par 
value. The notes are engraved 4)y the Government and sent to 
each bank as they require the same, but the ex}x?nse of issue is 
borne by the issuing hank. At the same time a dejx)sit of 5 per 
cent, in cash is required which forms part of the reserve fund of 
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each institution. This deposit constitutes what is called the 
Redemption Fund, which is formed in order to redeem 
notes presented for that purpose. Banks issuing notes are subject 
to a half-yearly tax of I per cent, on the averagi‘ circulation if the 
deposit is made in U.S. 2 per cents., otherwise it is 1 ])er cent. 

If nece.ssary a bank can sell bonds and reduce its circulation 

this is dependent uj)on the j>rofit whicli can i)e made on the issue. 
There are two factors which govern this, vi/., the price at which 
Government Bonds can be purchased and the average rate of 
interest in the money market. The issue is not to exceed tin* par 
/alue of the bonds, and no bank can issue notes excec'ding its paid-up 
capital. The ('oni])troller may retpiire additional dej)osits of l)onds 
in case tlie market value of the bonds falls below the |)ar value 
of the outstanding circulating notes. 'I'lu'y art*, however, not a 
lt‘gal tender, but are receivable at par in paynu'iit of taxes. In 
188S a limitation of the issutt was enacted as follows : 

Caj^ital exceeding S5(K).00() . . . . 80% 

„ „ $1,(KX),()00 .. .. 7S% 

„ S:i,(K)0,(K)0 .. .. 00% 

By an Act of 1874 only 5 per cent, in coin of tin* circulation 
is required to be retained against the note issue, but sucli amount 
can be included in the reserve for deposits. In 1882 it was t*n'icted 
that banks with a caj)ital of $150,000 netd only di*j)Osit bonds 
equal to one-fourth ol such cajatal. The ])resent amount is about 
$42,000,000. 

The decrease in the National Bank circulation is due to the 
reduction in the National Debt of the United States, and also to 
the diminution in the rate of interest which makes the issue of such 
notes an undesirable in\Tstment for the banks. 

(iokl Certificates are issued by the United Slates Ireasury upon 
dejHjsit with the Treasurer of the United States ol gold coin, and 
coin so depo.sited is kej^t as a separate fniid for the redeni]>tion of 
such certificates. 

South America may be described as the home of inconv< rtible 
pajHT since bank notes are utilised for the payment of Government 
debts. The absence of wars and a great increa.se in 
‘the prosiK?rity of the South American States has had 
a most beneficial effect, and there has been a great 
reduction in the issue of inconvertible pajxjr. The evils attending 
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a depreciated currency are only too well known, but there are great 
difficulties to be encountered before the issue can be placed on* a 
satisfactory basis. 

Of the various countries of South America Brazil and Argentina 
have the largest circulation of notes. In Brazil gold was and is still 
at a very high premium, but more recently this has fallen by reason 
of the reduction in the issue of paper money. Recently a new law 
comj)els the (iovernnumt to exchange gold for notes, the value of 
the milreis being fixed at 15<i. The same is true, though not to 
the same extent, of Argentina. The paper money amounts to 
alK)ut $29I,(KX),(K)(), gold being at a premium of 127 j>er cent. 
In 1899 ii law was })assed for its conversion into gold dollars at the 
rale of 44 cents gold |)er j)aper dollar. Chili had a dej)reciated 
pa|)er currency for many years, !)ut after various attempts had 
been niad(‘ a singU* gold standard was adopted, so that bank notes 
are convertible into gold on demand. The banks are allowed to 
issue notes of 20, 50, 100, 500. and 1,000 pesos, but the issue must 
not exceed 40,000,000 ])esos in all, and the notes are guaranteed 
by a reserve of coin and bonds. The Bank of Cliili, the most 
important banking institution in that country, has an issue of 
2,243,000 i)csos. Peru has had for many years an issue of depreciated 
l)apcr, but recently the coinage of silver has mitigated its evils to 
some degiee. After the disastrous war with Chili, the nation 
practically rejnidiated the notes which had been issued for the 
puriKJse of enabling it to carry on the struggle. The notes issued 
by Bolivia are to a certain extent protected by silver coin, which 
is held against the circulation. The Banks of Bolivia have an issue 
of 6,482,000 boliviaiU)s. Paraguay has also a depreciated paiwr 
currency, the amount in circulation being about $12,000,000. The 
gold dollar was, in 19(K), at a premium of about 8(X) ])er cent. 
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THE FOREIGN EXCHANGES 

•Money in the shape of coin or hank notes is necessary for the 
settlement of differences when commercial transactions take place 
The Cause of [>eople of the same country, thouf^h, as it 

Foreign has been shown, an t‘nornioiis amount of business 
Exchanges. carried on by paper money, in tlu‘ sha|)e 

of bills of exchange, cheques, and promissory notes when credit is 
high. But it is quite another matter when commercial rt‘lations 
between different nations have to be considtTed. 'I'he differences 
have to be settled, but it is no longer a (juestion of credit, - actual 
payment has to be made. When the matter is jnit in this plain 
fashion it might aj)pear that th(‘ m(*aning is that money must be 
transferred from country to country upon every transaction. Such 
a method would be most expensive and wasteful. It is nc*cessary, 
therefore, for some means to be found by which the actual transfer 
of coin can, as far as ])ossible, be avoided. No method is likely to 
be ever devised by which shipments of gold coin or bullion can be 
altogether abolished, but as commerce between nations is more or 
less mutual and the negotiability of well-known instruments of 
credit is universally recognised, it is very rare for gold to be 
exported or imported in quantities which bear anything but the 
slightest ratio to the vastness of the amounts involved in the 
business transactions out of which the payments or receij)ts ari.st*. 

The great difficulty, of courst', is to discover a plan by means 
of which the necessity of transport is reduced to a minimum. How, 
Method of for examj)le, can a man residing in Berlin, who ow(?s 
imernati^l ^ ft) a man residing in London, lifjuulate 

Trade. his debt in the easiest fashion ? In other words, 
what is the chcajx.*st and safest way of si*nding gold of standard 
fineness and weight of the value of £1,000 from Berlin to fxindon ? 
If gold itself is sent someone must l)ear the cost of the carriage, 
and therefore one of the parties must lose something of his bargain. 

51 
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But if, on the contrary, it is possible for the parties to find other 
people who are indebted to each other in the contrary way, that i^, 
a debt due from London to Berlin, and an exchange of indebtedness 
is made, a number of the transactions can be carried out without 
the conveyance or reconveyance of anything like of the sums 
of money involved. An illustration will make this clearer. When- 

E '^er goods are sold it is customary to draw bills against the ship- 
ent, and therefore when two countries have mutual dealings there 
ill always be two sets of bills in circulation. The importer, of« 
wGQL-§ 4 y*..irQm .Argentina, has to pay the draft dr; 
exj)orter from that country, and the exporter of iron to . 
draws a bill upon his customer there in the same way as Jhe wool 
exporter did. If the amounts are identical the transactions would 
balance as follows : 

ARGENTINA UNITED KINGDOM 

A Importer of Iron, £500 C Importer of Wool, £500 

B Exporter of Wool, £500 D >Exj)orter of Iron, £500 
A buys the bill of B and remits to D, whilst C buys the bill of D 
and remits to B, so that the transactions arc completed without the 
transmission of any coin. However, this is on the supposition that 
all the transactions between various countries balance, and that 
bills of exchange should settle all commercial dealings; but in 
practice there is always a balance owing to or from a country, and 
the settlement must take place in some other way. 

Owing to the rapid growth of English commerce and the stability 
of our standard of value, London has become the financial centre 
of the world, and there is no country which has 
England? constant dealings wjth T,. 9 pdnn. 

a consequence it has become the custom to draw 
bills upon London,, that is,. To draw, bills w hirh payald<> 

These are accepted, if they 
are good, everywhere, and they have become by degrees a 
sjK'cies of international currency. And since the bills are so 
plentiful and common it is always easy for any man who is 
abroad and desires to make a remittance to England to purchase 
one of these bills from a |.x?rson w'hose business it is to deal in them, 
and then to \X)St the bill to this country. The money is then paid 
in England, and the debtor is released from his obligation. Bills 
drawn on London are called “ s terling b ills.” Owing to the large 
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amount of work done in thus settling and collecting accounts, 
London has become by degrees a kind of clearing house in which 
international indebtedness is settled. 

The system by which commercial nations discharge their indebt- 
ednes s to one another is called “ foreign exchanges.’* 
Exchanges deals, in fact, with the means of transmitting and 
settling international debts. At the same time, 
however, it deals with the international value of money, and with 
•the value of a debt due in one country and payable in another. 
The term “ foreign exchanges ” is used at the present day to meanj 
the rates of exchange between England and foreign countries,' 
and vice versa. 

When the systems of coinage of two or more countries are con- 
sidered, it is seen that there is a difference in the fineness of the 
precio us metals used. Before any settlement of 
of^Exchan^e ffi^erences can take place, therefore, the value of the 
metals must be adjusted, because when the coins of 
one country are taken to ^Qther,.they are only estimated by their 
weigh t and fineness as. bullion. Their.faqu. value is of no coii- 
siderabQn. Byt if the coinage of two countrieii.js..Ql the same 
nietal and both coinages are at their full weight and fineness, 
a^caJculation can be made by means of which an estimate of one 
can be arrived at in terms of the other. This is called the Mint 
Par of Exchange. Thus, taking the legal standards of England and 
France as gold, and the English pound as the standard unit of this 
country, the par of exchange between England and France would 
be the number of standard units of the French coinage which contain 
precisely as much pure gold as the English pound. The Mint 
par of exchange between London and Paris is, as a matter of fact, 
2 $-221 5 francs, and this means that the amount of gold in an 
English sovereign is just the same as that contained in 25‘2215 
francs, taking the Napoleon or twenty-franc piece as the standard 
for the gold coinage of France. It must, however, be rememl)ered 
that five-franc pieces are also legal lender to any extent for their 
nominal amount. The Mint pars of exchange are calculated 
between different countries. That between London and Paris 
has just been given. Between London and Berlin it is 20*43 
marks to £1, between London and New York $4 867 to £1, and 
between London and Vienna 24*02 kronen to £1. 
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If the coinage of a country becomes debased or defdced, or is in 
any way depreciated, the Mint par of exchange is immediate!}^ 
affected. The foreign exchanges very soon show the effect, and 
international differences have to be settled on another basis. 

Ic, fixing the Mint par of exchange it is th £^ value. of . the. -metal 
alone that is taken into consideration. The coi ns are compa red 
as,thpugh_they were side by side in the s^e place and ncLexpsnse 
ha ^A Q incurred for transport. 

Unless countries are making use of the same metal for theiF 
standard of coinage it is not possible to arrive at a par of exchange. 
Exchange with example, there can be no Mint par of exchange 
Silver-using between a gold standard country like England and 

Countries. ^ silver-using country like China. The value of silver 
compared with gold is in a state of constant fluctuation, and any 
attcmj)t to fix a ratio would lead to confusion. 

Owing to lh(! fact that a man can always calculate his exact 
indebtedness in the coinage of another country, whenever money 
lias to be paid for the settU‘ment of differences, he is 
IndStedness^^ consider the best means of liquidating the 

same. There arc always enormous masses of bills 
in existence, bills drawn on London, and it will be for a debtor 
(o find out the price at which he can purchase a bill and send it to 
his creditor. The |irices of bills vary according to circumstances 
which will be noticed hereafter, but there are certain limits beyond 
which they cannot go. Otherwise it would be cheayK'r to transmit 
coin. The limits arc known as the specicL-or gold. points. Thus, 
suppose a merchant in l*aris has to make a jmyment of 1,000 
for a merchant in London. On the ground of expense and risk 
he will not wish to send over the money itself, that is, the equivalent 
of ;£l,000 in Napoleons. He will seek out a bill broker who deals 
in bills drawn on London, and discover what is the price of a bill for 
£1,000. If it is not in excess of the price of the carriage of bullion 
of the value of £1,000, together with the £1,000, the bill will be 
bought and sent by i)ost to its destination. 

It is thus seen that there is a limit fixed to dealing in such secur- 
ities as bills, and that a time must come when an indebtedness cannot 
be cancelled except by the movement of coin. The 
following table shows the extreme limits between 
certain of the chief cities of the world 
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The Par of Exchange and Gold Points of the Chief Cities 
• OF THE World 

London. 




Gold- 

Gold- 

Name of Centre. 

Par. 

importing 

export! n 



Point. 

Point. 

Berlin 

. 1 20*43 

20*53 

20*32 

Amsterdam 

. 1 12*107 

12*17 

12*02 

New York 

. I 4*866 

4*90 

4*83 

Paris 

. j 25*225 

25*34 i 

i 25*12i 


Paris. 


London ; 2.5-225 i 2.5- 12^ | ‘ 2.934 

Berlin i 12.3-46 ' 122-90 I 124- 14 

New York i 518 26 : 51.5-75 .523-05 

Amsterdam 208 32 i 207- 16 . 210-16 

i ; 

New York. 

London 4*866 4*83 4*90 

Paris 5*182 5*23 5*16 

Berlin 95*28 94*50 S)6*25 

Berlin. 

London : 20*43 20*33 20*53 

Paris ‘ 81*00 80*56 81*37 

New York ^ 419*79 415*25 423*30 

Amsterdam ? 168*74 168*25 170*50 


If, on the contrary, these points are not reached there is no 
movement of coin, and debts are cancelled by bills. 

Although the statement that there will be a movement of coin 
in case the sjxjcie points are reached is theoretically correct, in 
practice this does not always follow. There are two reasons for 
this variation. In the first place it is not always possible to fix 
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the exact cost at which gold be sentj 

Ther e may be a. change < of rates, and if this is so the 
fixed specie jjoints will not be quite correct. In the 
second place, the movement of gold is not always 
SQ fcsiq. as . is imagined. No difficulty is experienced in London 
itV obtaining gold for export purposes, but other countrie^j)lace 
restrictions of a more or less stringent character upon their 
principal..U^ks. 

Tli(^ Hank of Francis for instance, charges a premium on gold. 
This institution can })ay its notes in five-franc silver pieces when it 
is considered ni'cessary, and this retards the outflow of gold. With 
ngard to the premium th(‘ chargt* varies from one to six ])er mille 
on bars and foreign coins. If, however, the premium is too high, 
say 25*40, it would j)ay money changers to colk'ct all the surplus 
gold outside the Hank of France* and exj)ort it. The upper limit 
would 25:32 plus the premium, hut if vt'ry high 25*32 plus the 
loss of weight in gold coin Jind the cost of transmission. With 
regard to (Germany the* R<*ichshank ])ays a higher rate for foreign 
gold than other hanks, and also bears the loss of interest which arises 
in consequence of the delay in shipping gold to Herlin. If this 
hank, howevei*, does not wish to ])art with gold, merchants are 
informed that jiatriotic considerations should he considered before 
weakening the reserve of the national institution. The bills would 
then h(^ cliscounted, if cash was required, at the rate ])revailing in 
the market. If there is a fall in the rate of interest in London 
below that of Herlin, the buying of bills ceases. For example, 
if a three months’ bill for £l,00f) is purchased in Herlin at the rate 
of 20*610 marks less interest at 3 i)er cent., the price paid is at the 
rate of 20*61 less three months’ interest at 3 per cent., that is, 20*45, 
and the buyer must sell the bill before the date of maturity at 20*61 
in order to obtain the above rate of interest on his investment. 

Bills drawn ujion London, then, are the great means by which 
international debts are settled. Hut there are also bills in existence 
made payable abroad. They are, however, few in 
Foreign Bills, comparison with the other kind. It is not worth 
while for an English debtor to draw a bill payable 
abroad when it is i)ossible to pay debts by accepting bills payable 
in London. There is also an advantage by reason of uniformity 
of practice. The bills drawn u|x>n London do not, as a matter of 
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^course, find their way to this country immediately. As it has been 
pbinted out, they form a kind of international currency, and 
foreigners settle their own differences by means of the same 
kind of bills. For instance a debtor in Paris will pay his creditor 
in Berlin by a bill drawn on London. This same bill may quite 
possibly visit other capitals in turn, and only w hen it 


The foreign exchanges are of more importance abroad tlian in 
England, because there are more dealings in bills, esj)ecially as 
bills on England form a favourite investment. In 
Craves various foreign centres a great business is carried on in 
bills. They are like other commodities as regards 
their particular value. Wfeen the bills arc plentiful the price is 
bejow the Mint par of exchange ; when the demand for them is 
greater tlian the supply the i)rice rises above the Mint par of 
exchange, the ordinary laws of supply and demand being ai)plicable. 
Hut it is not by continually altering the rates of interest and discount 
that the value of a bill is calculated and its })resent amount asccr- 
tained. Calculations are made in the currencies of the countries 
.concerned ; thest* are jmblished, and a result is then arriv(‘d at. 

he constant variations lead to a vast amount of sjK‘culation, 
les]X‘cially in the foreign centres where they are so largely dealt in. 




Another imjxirtant element in the foreign cxcliangcs is that 
foreign banks and mercantile firms abroad invest their surplus 
funds in bills payable in England whicli mature at various dates, 
so that the^rate pf interest ])revailing in this country, causes 
c ontinuo us fluctuations. 

On reference being made to the quotations of the foreign exchanges 
it will be seen that the price is in the foreign equivalent, the only 
Quotations of exceptions being Russia, Spain, and Portugal, bills 
the Foreign on these countries being expressed in i>ence, because 
Exchanges. quote bills on London in the same manner. 

Foreign bill transactions are settled on the Royal Exchange twice 
a week, viz., on Tuesdays and Thursdays, at a meeting of bankers, 
merchants, and bill brokers, and then the quotations are published 
in the papers. The following is a specimen, taken from the 
proceedings of Thursday, the 7th January, 1905 : 
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London 
Course of 
Exchange. 


London Course of Exchange. 


Thursday^ January lih, 1905. 



Time. 



Amsterdam 


12-3i 

12-3J 

Rotterdam 

— 

12-31 

12-3J 

Amsterdam 


12*1 

12- n 

Antwerp 


25-38 

25-44 

Brussels 



25-38 

25-44 

Germany 


20-61 

20-66 

Copenhagen 


18-42 

18-47 

Stockholm 

_ 

18-42 

18-47 

Christiania 

— 

18-42 

18-47 

St. Petersburg .... 

— 

24|i; 

25] i| 

Paris 


25-15 

25-20 

>» 


25-35 

25-40 

Marseilles 

— 

25-35 

25-40 

Zurich Basic . . . . 


25.35 

25-40 

Vienna 

— 

24-18 

24-28 

Trieste 

— 

24-18 

24-28 

Madrid 

— 

34 1 n 

34A 

Cadiz 



34A 

25-47i 

Italy 

— 

25-40 

New York (payable 

in gold) Demand 

49^ 

49| 

f 1 If 

„ 60 days 

48{5 

48] S 

Lisbon (payable in currency) 3 months 


42«* 

Ojx)rto „ 

• » 

42;* 

42;. 


Sight 30 days 

60 days 


s. d. 

s. d. 


Calcutta 

1 4 

1 3i 

— 

Bombay 

1 4 

CO 

— 

Madras 

1 4 

1 3J 
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It will be noticed that two prices are mentioned, the first l>eing 
for first-class bank paj^er, and the other for ordinary trade bills. 
This is similar to the different rates of discount which London 
banks charge for bills which vary in character. As Lord Goschen 
says in his Foreign Exchanges,” ” Credit is a very imj)ortant 
element to be considered in the rate of exchange, and so notorious 
is this amongst those engaged in international tradt' that the price 
at which exix)rting houses can sell their foreign bills is looked upon 
^ an unerring test of the credit which they enjoy amongst their 
Neighbours.** 

With regard to Holland the quotations in the above table, show- 
ing the equivalent to the English sovereign, are in florins or guilders 
and stivers, the latter being five cent pieces, so that the rate 12*1 
is equal to 12 florins and *05 cents. The guilder and the stiver are 
antiquated coins, but the Dutch themscdves having adoi)ted the 
decimal coinage, the quotation is in florins and cents. With Hel- 
gium the quotation is in francs and centimes, Germany in marks 
and pfennigs, Scandinavia in crowns and ore, France and Switzerland 
in francs and centimes, Austria in crowns and hellers, and Italy 
in lire and centesimi. With Spain the rate of exchange is given in 
|Xince for one peso, with Portugal in pence to 1 milreis. The 
Russian exchange is the price in pence for one roul)le, and the 
United States in pence for one dollar. 

The above table is the London Course of Exchange, and gives the 
prices at which on an average bills can be obtained for the liquidation 
of debti? due abroad. But in the daily })ai)ers there also api)car the 
Foreign Rates of Exchange, and these state the rates at which bills 
)ayable in London and drawn on this country can Ikj purchased at 
:he various foreign centres. A comparison is always made with the 
trices of the preceding day, so that the variations can be noticed 
at once. It is unnecessary to set out a specimen, but it is to be 
noticed that there is a slight difference in the method of quotation. 
Russia, for example, quotes London in roubles to £10, whereas 
London quotes Russia in pence to the rouble. Spain again quotes 
London in pesetas to the £1, whereas in the opjwsite course the 
quotation is pence to the f)eso. And the United States takes the 
dollar and the £ as the basis of calculation, whilst London quotes 
in pence to the dollar. 
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In dealing witli foreign cxclianges the terms “ high and “ low " 
are used with the greatest frequency, and they are calculated to 
mislead since they express the exact converse of their 
^ Exchange**'"^ ordinary meaning. For example, a rise in4he French 
exchange means a fall in the value of the French cur- 
ren^, ^nd is therefore against that country. If a draft ha s to b e 
purchased on Paris it is a dvisabl e to get a high rate becau^ more 
f rancs ar e oMained for the i)ound sterling. If, hqweveXt._a draft 
is^ejng ^Td on that city, the lowest rate must be obtained^ the rul^ 
to be observed being “ buy high and sell low.'* 

The terms favourable a nd u nfavourable are also frequen tly use d in 
resj)ect of the foreign exchanges. They express the idea of gold 
Favourable being either imi)orted into or exported from a country. 
Unfa^urable Th us, the rate of exchange is said to be favourable lo 
Exchanges. England if it is such that it tends to touch tUfiLPpint 
at wliich gold will.be imported, into the country. On the other 
hand, it is described as unfavourable when the rate is such that 
gold is about to be exi)orted instead of the international differences 
being settled by the transfer of bills of exchange. It is obvious 
that in practice there must be a great fluctuation in the exchanges. 
If Jlivy^WClV always unfavourable to a country it wpuld resu lt in a ll 
i ts gold be ing jiltimately, drawn .away. But that is most unlikely 
to hapix*n. In the natural intercourse of nations the exports of 
one must equal the imports from all the others, and the two sides 
of the Ixilai^e sheet agree. This is not, of course, strictly confined 
to goods. vEngland, for example, has large investments in all parts 
of the world, and on these investments interest has to be paid. 
Goods are sent from a country so indebted and bills are drawn upon 
London. This represents an indebtedness on the part of England. 
But if the country exjwting goods has to i>ay interest upon invest- 
ments the bills drawn may be eventually cancelled by the foreign 
dividend jmyer handing over to the foreign exporter the amount due 
and thus cancelling the bill. Such an iUustration puts the matter in 
a very simple fashion, though it is unlikely to occur in practice. 
But in the multiplicity of transactions the same end is attained, 
even though there is a transference ef bills from country to country 
in a general liquidation. How such a thing is (x>ssible will be 
seen when, in a later chapter, the work of the Clearing Houses is 
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considered. In international exchange England occupies the same 
position that the Clearing House does to bankers. 

It has just been }>ointed out that if the course of exchange was 
always unfavourable to a country, it would !)e eventually denuded of 
the whole of its gold. This would Ix^ most disastrous. 
Drainage of And in the same way it would be a disadvantage for 
^ country to be so flooded with gold that it could 
not make any profitable use of it. Since London is 
4he centre of financial transactions in connection with the foreign 
exchanges, it is necessary to notice the action of the Bank of 
England, which is the holder of the reserve gold of this country. 
Wheii the amount in resc*rve is g reat the. discount rate is lowered 
and gold ceast^ t^o flow in. When, on the contrary, the su])ply is 
not enough to meet all ordinary necessities, th(^ rate of d iscount 
is raised, and very shortly there is a return of gold or capital from 
abroad for the ])uri)ose of obtaining a higlur rate of interest than 
exist s. ill Thus, in time, such a supply is obtained, 
when rates return to their normal condition and the j>ar of (‘xchaiige 
is restored. As Lord (ioschen says in tlu; work already noticed, 
“A high rate of interest attracts capital from abroad, and th(‘ (*ffect 
of this attraction is immediately |K'rce|)tible in the ICxchanges. 
An export of gold would be the result either of a settlement of 
indebtedness or of differences in the value of money or of 
differences in curn.mcy.'’ 

In the table of the Course of Exchange quoted on a previous 
page it will have been noticed that mention is made in some 
cases of two rates, viz., short and three months, the 
difference in the latter being for interest allowed to 
the buyer. This rate of interest for commercial 
paper is about the foreign bank rale, but for bank bills it is usually 
i IHM' cent, less than the bank rate. Thus, a bill on France due in 
two months for 1,0(X) francs at the 3 months’ rat(!, interest at 
4 per cent., w’ould be as follow^s : 

Francs 1,000 at one month 

plus 3*33 = 1 month’s interest at 4 % 

Francs 1,003*33 


And this at the exchange of 25*35 ~ f39 11s. 7d. 
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Or the bargain may be adjusted as follows : 

1 month at 4 % is J i^r cent. 

3 per cent, of 25'35 is *0845. 

25-35 — *0845 = 25*2655. 

Tliercfore 1 ,000 francs at two months at 25*2655 t. q. = £39,1 Is. 7d. 
The letters t. q. are an abbreviation of td quel, or net rates, which 
include the difference of interest. 

Kates of exchange between France and England fluctuate ir. 
amounts of IJ- centimes or J per millc, and in the case of Germany 
1 pfennig or I i)er milk*. The difference between the rates of short 
and long-dat(*d pa])cr consists of the short rate, )>lus interest at 
the foreign rate, foreign bill stamp, and some contingent allowances 
which vary, as already stated, according to the credit of the different 
parties to the bill. It is possible, therefore, to arrive at the long 
rate as follows : 

Long rate — 25*15 short 

*19 Interest at 3 % 

•0150 Bill Stamp 
*0075 Contingencies 


25*3625. 

The difference between long and short exchanges cannot be 
thoroughly understood unless the rate of interest prevailing abroad 
is known, this being an important factor in settling the price. 

It is obvious that fluctuations in the rates of foreign exchanges 
could not take ])lace unless there were many causes at work. But 
at th e head of all is credit. If there was no belief 
m The possibility of the liquidation of debts between 
nations there would never be any exchange at all. 
Each article bought or sold would have to be paid for in the cur- 
rency agreed upon, and each transaction would be separately settled. 
But this is not so. There is, on the contrary, a huge building up 
of credit on a monetary basis, and after the exchanges of credit it 
is only the slight remaining difference that requires to be adjusted 
by the transfer of bullion from one country to another. 

The first great source of the supply of bills, and the consequent 
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demand for them, is trading. It has been pointed out that whenA 
, a merchant abroad sends goods to England he drawfll 

Conations. London, and these bills get into the marJ 

ket. The supply is regulated by the trade conditions! 
If trade is brisk bills are plentiful, if it is not brisk there is a falling^ 
off in the supply. The price, of course, must dei)end ujx)n the demand 
and the supply. But it is not solely through the interchange ofj 
goods that bills get into circulation. There are subsidiary things! 
to be paid for in connection with the trading done, for instance, the 
charge for yardage, and the various items of brokerage and com- 
mission. Carriage is a most important item, and as England does 
the greater portion of the carrying trade of the world, there is a 
constant supply of bills from this source on the market to assist in 
settling international differences. 

The state of the market as to exchanges is affected by the vary- 
ing seasons of the year, and certain particular causes may lead to 
a rapid fluctuation in quotations. Take, for instance, the New 
York Exchange. The most prominent factor in connection with 
it is the shipment of cotton and wheat to this country, and the 
effect is to cause the exchanges to be against us during the last 
four months of the year. 

In America and the East bills on tendon command a better price 
because there is more demand for such bills ; thus, consignments 
from Australia to America are paid for by bills on London. The 
New York importer opens a documentary credit in l^ndon in 
favour of the exjwter or shipixjr from Australia. 

But the fluctuations in rates are often steadied by operations on 
the parts of dealers. Suppose, for instance, that England has had 
large commercial transactions with two European 
countries. From the first it is presumed that the 
imports have been greatly in excess of the exports, 
and that there is a large balance to be paid, and from the other 
it is exactly the reverse. The differences cannot be settled by an 
exchange of credits, since they are too great, but it is quite {)ossible 
for the country indebted to buy bills from the other country which 
jis our creditor, and to settle the whole by sending them on to 
I London. This is a means of establishing an equilibrium after the 
5 exchange has been favourable or unfavourable for any length of time. 

In addition to trade conditions there are other influences at work 


Rates 

Steadied. 
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which affect the rate of exchange. One is the extent of the invest- 
ments of English people in foreign countries. It 'i^ 
Investments estimated that some thousands of millions of British! 
Speculations, capital have found employment abroad. The payment 
of the interest has to be made periodically. Though 
calculated nominally in money it is obvious that the interest is 
really paid in kind. This leads to the circulation of more bills in 
payment, and at the times of payment of the interest the supply 
on the market is greater than at ordinary times. In the same wa^/ 
speculations abroad have a similar tendency to cause the rates of 
exchange to fluctuate. 

Again banking influences are not without considerable effect. 
There is a j^rofit to be made out of these various bill transactions, 
and foreign bankers are not slow to take advantage 
iSfluwees quite a common thing for foreign 

houses to invest their funds in bills drawn on England, 
(and to regard them as liquid assets since they can he converted into 
cash at short notice. They form a convenient investment because 
they yield interest between the date of issue and maturity. In fact, 
bill transactions are always based upon the price of such documents 
on demand, 4e4»8 the three months’ interest. The rate of interest is 
always fixed by that which rules where the bill is payable, so that 
bills are bought with the view of obtaining the higher rate of interest 
in the foreign country. As a rule the difference of the rate between 
two countries is divided between the buyer and the seller. 

The following is an illustration of the profit accruing when a bill 
is sold in the market. For example, if a Paris banker bought a 
bill on London due in three months’ time he would 

l)ay ^1,000 0 0 

less 12 10 0 = interest at 5% 

£987 10 0 at 25*35. 

When the rate is reduced to 4 per cent, at the end of a month, the 
rate of exchange being the same, in case of sale the result would be — 
£1,000 0 0 
less 6 13 4^ 

£993 6 8 at 25*35, 

which shows a profit of £5 16s. 8d. In such a case the bill would be 
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sold, and if there are numbers of such bills for sale, the seller would 
take less in order to secure a fair profit. Another method of effecting 
the transaction would be to take the bill at its full value, and to 
adjust the difference in interest by the rate of exchange. 

The issue of circular notes by banks, esjH'cially during the summer 
months, leads to the circulation of English pajHT money on the 
continent in large quantities. Just as bankers arc 
willing to invest in English bills, so are they always 
ready to take up circular notes, and the number of 
them in existence helps to affect the money market generally, 
and therefore to influence the foreign exchanges. 

Another influence is arbitrage dealings. This name is applied on 
the English Stock Exchange and the French Bourse to the calcula- 
tion of the relative simultaneous values of any 
particular stock on the market, in terms of the quota- 
tions on one or more other markets, and to the 
business founded on such calculations. In the strict s('ns<' arbitrage 
may be defined as a , traffic consiating of the purchase or sale on 
one Stock Exchange, and simultaneous, or nearly simultaneous re- 
sale or re-purchasg on another Stock Exchange of the same amount 
in the same stocks or shares. Government stocks, British ('onsols 
excepted, are the chief subjects of arbitrage, but there are other 
branches, dealing with bullion, coin, and bills. The last of these 
falls within the province of bankers. In j)raclice the operations 
are of an extremely intricate character, and require the most careful 
watching of the market. 

It is almost unnecessary to refer to the fact that the ratio of the 
exchanges is most seriously affected by the state of the currency 
of the country. The Mint ])ar of exchange is calcu- 
lated ujion the supposition that the state of the 
currency is normal. But if any changes take ])lace, 
or if events hap|x?n which alter the condition of the currency, the 
exchange is quickly affected. It is well known how the currencies 
of a few of the countries of Eurojx; have been depreciated and also 
those of several South American States. Their condition always 
requires careful consideration, and any change at once affects the 
market. 

In his “ Elements of Banking,” MacLeod has pointed out the 
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seven causes which affect the transmission of bullion from one 
country to another. They are as follows The 

the^EsSfaiiges. of payments to be made to or by it, 42) The 

state of the Foreign Exchanges, (3^ The state of the 
currency, (4^The remittances made to this country, as the 
commercial centre of the world, to meet payments due to other 
countries, The political security of this and neighbouring 
countries, (6)iJFhc state of the Money Market, or the comparative 
rates of interest in this and neighbouring countries, and {Tfihe free 
or i)ro!iibitive commercial tariffs of this and foreign countries, as they 
permit or forbid our manufactures to be imported into them. After 
an examination of each of these causes, he considers the means of 
correcting an adverse exchange. He says, “ There are three great 
economic quantities, j^roducts, bullion, and debts, all seeking to be 
exchanged, all flowing from where they are cheaix?r to where they 
are dearer. But all this vast superstructure of credit — ^this mighty 
mass of exchangcal)lc j)roperty— is basted upon bullion. Different 
methods of doing business require different quantities of bullion ; 
but however ])erfect and refined the system may be, we must come 
at last to a basis of bullion, as its moderator and regulator. If, 
therefore, the bullion be suffered to ebb away too rapidly, the 
whole siqu'rstructurc is endangered, and then ensues one of those 
dreadful calamities, a monetary crisis. 

“ We have endeavoured to explain the different causes which 
produce an adverse exchange, so that if one takes jilace the proper 
corrective may be ap})lied. If it be caused by a depreciated 
currency, there is no cure but a restoration of the currency to 
its proper state. 

“ When, however, it arises from a balance of indebtedness from 
jcommercial transactions there are but two methods of correcting it, 
an export of produce and a rise in the rate of discount. 

“It used to be a doctrine often asserted that an adverse exchange 
was in itself an inducement to export, on account of , the premium 
at which bills could be sold. What truth there was in this doctrine 
can only be known to those actually engaged in such ot>erations. 
But a very much more certain means of producing an export of 
goods is a lowering of their price. / . . 

“ We have olxserved that a difference in the rate of discount 
between any two countries, more than sufficient to pay for the 
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transmission of bullion, will produce a flow of bullion from one to 
the other. But as all the cost of transmission both ways falls on the 
operator, the difference requires to be more considerable than might 
appear at first sight. And if they are three months’ bills, the profit 
reaped will be only one-fourth of the apparent difference. Thus Mr. 
Goschen says there must be a difference in the rate of interest of 
2 jxjr cent, between London and Paris before the operation of 
sending gold over from France, for the sake only of the higher 
interest, will pay. And between other continental cities, of 
course, the difference may be much greater. 

“ But whatever the difference may be, the method is absolutely 
[ certain. Directly the rate of discount rises here sufficiently, ])eo])le 
' cease to export bullion from here, and the continental bankers 
and brokers increase their demand for P-nglish bills. And as the 
rate rises the demand will increase, until at last the price reaches 
the specie point, and gold begins to flow in ; and as the rate rises 
more, more powerful will be the attraction, until at last the 
necessary equilibrium is restored between bullion and credit.” 



CHAPTER V 


THE ARITHMETIC OF THE EXCHANGES 

It has hecn stated that in order to ascertain the value of forei^^n 

coins in terms of the English sovereign, they must be reduced to a 

, common denominator by the amount of gold and 
Cham Rule. , . . , ^ . 

silver which such coins contain. This is worked out 

by wliat is known as Chain Rule, which consists of a series of equa- 
tions arranged in two columns, each equation expressing the se- 
quence or relationship between the two quantities, the first equation 
being a statement of the question, and each succeeding equation 
having for its first term quantities of the same kind and denomina- 
tion as the last term of the preceding equation, the last term of 
tlu^ concluding (‘(piation being in terms of the answer required. 
Set out in this way the juoduct of the right hand numbers divided 
by the product of the left hand numbers will furnish the required 
quant ily. 

The following examjiles will afford jmictical demonstration of the 
working of the Chain Rule. 

What is the value of a sovereign expressed in terms of the French 
currency ? 

How many francs = 1 sovereign ? 

1 sovereign « 7*98805 grammes. 

If grammes, English standard, 12 = 11 grammes fine ; 
if grammes fine, 900 = 3100 francs, 

we get 7*98805 x 11 x 3100 ^ ^ 

12 X 900 

What is the value of the sovereign expressed in marks if 500 
grammes of pure gold are converted into e9J twenty-mark pieces 
nine-tentlis fine ? , 

How many reichsmarks = 1 sovereign ? 

If sovereign 1 = 7*98805 grammes standard ; 

if grammes standard 12 » 11 grammes fine ; 

68 
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^ if grammes fine, 500 = 1395 reiclismark, 

/. 7-98805 x 11 x1395 
12 X 500 

What is the value of 285 Mexican dollars expressed in terms of 
English money, the Mexican dollar weighing 377*181 grains of 
silver and the sovereign 1 13*0016 grains of gold the ratio between 
the two metals being 33*31, and the exchange broker’s commission 
l^per cent. ? 

? pounds = 285 dollars, 
dollars 1 = 377*181 grains of silver, 
silver 33*31 = 1 gold. 

Grains of gold 1 13*0016 = £\ 

£m = ;f98*5. 

285 X 377*181 x 1 x 1 x 98*5 _ . ^ ^ 

lx 33*31 X 113*0016 x 100 * 

Find the value of 950,000 j)esos Argentine bank notes when 
the premium in gold is 250, the gold i)eso 22*4012 grains, the 
sovereign 113 0016 grains, and broker’s charges for commission 1 J 
per cent. 

? (pounds) 950, 0(K) pajuT ]>esos. 

pa]x*r pesos 250 100 gold ])esos. 

gold peso 1 = 22*4012 grains, 
grains of gold 113*0016 - 1 sovereign 

1(X) == 98*5 discount on exchange 
950,000 X 100 X 22*4012 x 1 x 98*5 

250 X 1 X 113 0016 X 100 "" £74200-44. 

Find the value of 250 francs when 20 11)S. troy of standard 
fine equals 934 J sovereigns, and from one kilogramme of gold 
fine (one kilogramme == 2*679227 j)ounds troy) are coined 3100 
francs. 

? (pounds) = 250 francs. 

3100 =1 kilogramme gold. 

10 =9 „ fine. 

1 = 2*679227 lbs. fine. 

11 = 12 . 

20 = 934*5 pounds. 

250 X 9 X 2*679227 x 12 x 934*5 

iido ;-iox ir? 20 
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The following is an example of an exchange operation, bills being 
purchased in London and remitted to Paris. In order to calculate 
the interest the amount of the bill is multiplied by the number of 
days, and then one day’s interest gives the result. Purchased in 
London on 28 October, 1904, and remitted to Paris. 


fcs 

2303*82 

Paris for 

28 Dec. 


m 

3 

0 


3101*49 


2 „ 

25*25 

122 

16 

8 


8230*15 

Kouen 

28 „ 

25*30 

325 

6 

0 


100*00 

Marseilles 

15 Nov. 

25*20 

39 

1 

9 


885*00 

Paris 

•1 

25*20 




fcs. 

14620*46 




578 

7 

5 


1 per mille Brokerage . . . . 11 7 


£578 19 0 

The credit note returned would be as follows : 

Days. Nos. Stamps. 


fcs. 2303*82 

Paris for 

28 Dec. 

60 

1382 

1*50 

3101*49 

>> 

2 

34 

1054 

2*00 

8230*15 

Rouen 

28 

60 

4938 

4*50 


lOO’OO Marseilles 15 | 

885 00 Paris 17 j 167 

(stara])cd) 

14620*46 7541 8*00 

60*36 Interest at 2J per cent... 52*36 

14560* 10 60*36 

14*56 1 per mille brokerage 

14545*54 

This remittance can be balanced by a draft at sight on London 
as follows: £S78'7 at 25*15 = fcs. 14545*54, or bills may remitted 
for discount. 

Discount. 

£ S. d. £ s. d. 

100 0 0 for 12 Dec. 43 days 4 9 

240 0 0 .. 15 „ 46 12 3 
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£ 

s. 

d. 


£ 

s. 

d. 

129 

5 

7 

„ 3 jan 

65 , 

9 

6 

110 

0 

0 

30 

92 ,. 

11 

3 

579 

5 

7 


at 2% 

17 

q 

1 

17 

9 

discount 




577 

7 

10 






19 

2 

Demand Draft on London 


£^ 

7 

0 

at 25*15 - 

fcs. 14545*54. 




This transaction shows a small loss, and the Paris banker would 
settle it by remitting a small draft to his London agent. 

It will be noticed that the credit note returned gives id ijiid or 
net rates, interest having been deducted and a sight bill remit led 
to London. Tables are prepared which show tlu* n(*t rates between 
say, London and Paris, and a corresponding j)iice of a three months’ 
draft on Amsterdam in Paris in order to ascertain the clu'aju'st 
method of making remittances. For examj:)le, if the ])rice in London 
of a 3 months’ draft on Amsterdam is 1 1'97S, the equivahuit in Paris 
is 21 IJ, the short rate between London and Paris bi‘ing 25* 15. 
The tables show the arbitrated net rate in Paris as 1L912. It is, 
therefore, cheaper to buy a bill on Amsterdam in London by *063 
cents which equals 5 per mille. In order to ascertain the equivalent 
rates of exchange they must be reduced to a common denominator 
bychain rule. For exam})le,if the rate in Paris of bills on Amsterdam 
is fcs. 210 for 100 florins, and the rate in London is 12 florins, what 
is the exchange between Paris and London ? 

How many francs = £l sterling 
If Sterling £l 12 florins 

If florins 100 = 210 francs 


1 X 6 X 21 

1x5 


= 25*20 francs 


With regard to shipments of bullion between various countries 
the cost of transmission is known almost to a fraction, so that 
a merchant in London can ascertain whether it is cheaper to remit 
bullion, purchase a draft, or request his correspondent to draw 
upon him 
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For example bullion shipments in London realise in Paris 
For sovereigns fcs. 25*05 

„ Gold Bars „ 25*10 


Rates of exchange : 

London on Paris, short 25*17J 
Paris on London „ 25*20 


If 25,000 francs liave to be ]jaid the various equivalents would 
be as follows : 

For sovereigns fcs. 25,000 at 25*05 £998 0 1 

„ Gold bars 25*10 996 0 4 

,, Remittance to Paris 25* 17^ 993 0 10 

„ Draft from Paris on 

London 25*20 992 1 3 

It is, therefore, cheaper for the merchant to authorise his 
correspondent to draw upon him. 


What is the short (*xchange between London and Paris when 
three months’ bills upon Hamburg are bought at 20*50 marks, 
remitted to Amstertlain, where they are sold at 58*95 fls. j)er 100 
marks, and proceeds remitted to Paris in cheques at 47*75 marks 
per 100 francs. 

? (francs) ^ £1 

£\ ~ 20*50 marks (3 months). 


Marks 100 = 58*95 florins. 

Florins 47*75 = 100 
Therefore 20*50 x 58*95 x 100 
1 X 100 X 47*75 


= francs 25*31 


What is the cost of a remittance of 25,000 florins from New York 
to Amsterdam by means of drafts vuf London, Paris, and Amster- 
dam, when the following rates of exchange are quoted in New York ? 

London = $4*88^ 

Paris = 25*30 

Paris on Amsterdam =210 

(A commission of | per cent, is charged for brokerage at each 
centre). 

Dollars required = 25,000 florins 
100 = 210 francs 

100 = lOOJ francs, including commission 
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2 530 = lOOJ pounds sterling 
One pound = 4*88^ dollars 


Therefore 25000 x 210 x 401 x 401 x 4885 
100 X 100 x“2^~xT^4 X 1000 


= $10187-60 


With regard to arbitrated pars of exchange as ai)plied to bullion, 
it is necessary to ascertain the exact weight of the foreign coin and 
al^ its fineness as compared with the English sovereign. When 
this is known the equivalent can be obtained. 

A method of working is by means of a fixerl number which does not 
vary, so that the arbitrated rates at different prices can be ascer- 
tained. This fixed number is obtained by multiplying the numbers 
of the fixed terms of the equation together and dividing tluj products 
of the right-hand terms by the products of the left-hand terms. 

Example. Find the arbitrated rate of exchange between London 
and New York, the United States, coinage being as follows $10 = 
*5375 ounces of gold 900 fine or $800 = 43 ounces of the same 
fineness. 

? (dollars) 20 shillings 

772 = 1 standard 
12 = 11 oz. fine 
9 = 10 
•5375 = $10 

20 X 11 X 10 X 10 1 I 

= 3789836 fixed number 

12 X 9 X 5375 

= $4-8744 
77J 

The variable number, 77}, represents £3 1 7s. 9d. per ounce, the 
price of bar gold in London. 

The greater part of the calculations that have to be made in 
connection with foreign bills consist in the mere reduction of foreign 
money into English money. They are of an extremely simple 
character and call for little comment. Thus, a banker in Paris 

^> 539 ) 
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draws a bill for 3,200 francs on a merchant in London, what will the 
latter obtain if the draft is sold at 25*15 ? 


As 25*15 : £\ :: 3200 : amount required 


. 3200 
25- 15 


= £127 4s. 8d. 


The Dutch Exchange is quoted in florins and stivers so that it is 
necessary to reduce stivers into cents, the florin being equal to 20 
stivers or 100 cents. 


Convert into pounds sterling 500 florins 50 cents at the exchange 
of 12* 1. 


12 florins 1 stiver ~ 12 florins *05 cimts. 
500 


12*05 


- £41 9s. lOd. 


The Austrian I^xchange is quoted on a gold basis, the unit of 
value being the krone or crown which weighs *3387 grammes 900 
fine. 

Find the proc(*eds of a draft on Vienna for £1,5(X) 10s. at the 
exchange of 24*20 

1500*5 X 24*20 = 36316*1 

In order, however, to make the calculations rapidly and with 
as little exj)enditure as i)ossiblc of space in the shajie of figure, it is 
usual to work out such problems by means of abbreviated methods. 
The following are examples : 

Find the sterling equivalent of 18914*75 francs when the exchange 
is 25*3725. 

- 25 - 37 ^ 25 - 189 ^ 4 ^ 

10, 1, 4, 9 7565900 745*482 

46160 
55640 
4895 
835 
23 


£745 9s. 8d. 
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What is the value in English money of 1 000 Dutch florins and 
76 cents when the exchange is 12*3| ? (The exchange with Holland, 
it will be remembered, is quoted in florins and stivers, and 1 stiver 
is equal to 5 cents.) 

3*625 stivers = 18* 125 cents. 


9, 7, 4, 5 800600 - 82,155 

2100 

, 1510 

536 

£82 3s. Id. 49 

A merchant pays a tiebt of 4,370 inilreis in Portugal for £969. 
What is the rate of exchange in pence ])er niilreis ? 

£969 - 232,560 pence. 

Therefore 4,370 inilreis ^ 232,560 jh'iut. 

I .. . 

4,370 

The rate of exchange is 53*21 |)ence per niilreis. 


If 11*60 Dutch florins are given for 24*40 francs, 350 florins for 
405 Cierman marks, and 58 marks for 32 silver roubles, how many 
francs should be given for 8(K) silver roubles ? 

58 

1 Silver Rouble ~ marks. 

32 

1 Mark ~ florins. 

405 

1 T^i 24*40 , 

1 Florin = francs. 

11*60 

. 1 c 1 IP 58 350 24*40 ^ , 

.*. 1 Silver Rouble = x x or 3*3 francs. 

32 405 11*60 

.*. 800 Silver Roubles = 800 x 3*3 = 2,640 francs. 


What is the value of £1 at Paris if a bill at Amsterdam for fls. 12* 10 
sells for £1 and 9 fls. 45 cents are worth 20 francs at Paris ? 

£1 = 12*10 florins, 
fls. 9*45 == 20 francs 

, 12*10x20 , 

Therefore - ==25*60 francs. 

9*45 

£1 = 25*60 francs. 
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THE MONEY MARKET 

The name; Money Market is that given to the great organisation 
for till! loan of cajiital. It is also used as descriptive of the general 
operations of certain men or bodies of men who are 
Market nieans by which capital can l>e utilised, eithei* 

by boiTowing or by lending money. The Market is 
not conlined to any particular place, but it is rather com|)Osed of 
those persons whose special financial business is conducted in that 
part of lh(’ ('ity of London which has the Bank of England as its 
centre. 'Hie Bank of England itself is most intimately connected 
with tln‘ Moiu'v Market, although it is not generally s|x>ken of 
as being a part of it. This is because it holds the gold reserve of 
the country, and because it has, besides this reserve, large resources 
at its command, either on (lovernment or on private accounts, the 
latter amounting at the present time to £48,000,000. In addition 
to its own stock of gold, that is, the gold which comes to it in its 
own way of Inisint'ss, lli(‘ Bank keeps to a large extent the reserves 
of the London hanks. These latter institutions retain no more 
coin in their iHJSsession than is recpiired for their daily requirements 
and for ordinary husiiu ss trans;iclions. The remainder is de|X)sited 
at the Bank ol hhigland, and is always available for withdrawal 
at the shortc’st notice. Again the Bank is com|)elled by its charter 
to buy all gold that is ottered to it for sale at £3 17 s. 9d. ^>er ounce. 
It is, in fact, the great recipient of gold, and its |K)sition as such 
allows it to ext'icise the greatest intluence when financial Ojx?rations 
of any magnitude are concerned. 

The sjH'cial husine.ss of the Money Market is the dealing in loans 
whicli are granted for short |HTiods. Although there are large 
de|K>sits made by the majority of banks with the 
^e^ark^ Bank of Knglaiul, such In'ing required, amongst other 
things, for the puriK)scs of Clearing House collections, 
the amount which is retained is always more than sufficient to meet 
the average demands of their customers. If the money remains in 
the coffers of the banks it earns no interest. If it is utilised in such 
a manner that it can be recalled at short notice it is almost as good 
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as though it was actually in hand, and at llie sanu* Wmc it is 
profitably employed. Tins is the fund, sometimes calletl money 
at call, which is dealt with in the Money Market. Kviry l»ank 
is able to contribute some jK>rtion in a general way. and in tht‘ 
aggregate the total amount available for short loans is enoi inous. 
The English banks, then, are the principal )M‘rsons in the Money 
Market who have money to lend. Hut they are not tht‘ onls <»n< s. 
Foreign banks find the London Money Market a piofitable place 
rfor dealing, and there is a large amount of loreign capital ahxays 

E vailable for loans. On the other hand, tluMc are always plenty 
f l)orrowers who are desirous of obtaining atlvances to carry on iIhmi 
business, and who would be unable to do so it th»‘\ had no! the 
means of finding the ne<'essary tnnds for their vaiions opeiations. 
It is the business of tlie MoiU'V Matkei. tlierelore. to organise 
and to regulate this mutual borrowing and lending, by fixing tin* 
rale of interest at whicli loans can be made*. 

The main consideration which intlmmces the state of the Money 
Market is, of course^ the amount of ca])ital which is available lor 
loans. Money is lent out at intiTcst, and th(‘ amount 
Influences. interest is the price paid for tlie use of it. And the 
price to 1 m* paid for the use of money is dependent 
ujjon supply and demand, just as in tlu; case of any other commodity. 
When Uiere is an abundance of ca[)ital loans are granted at a 
low rate of interest ; when, on the contrary, there is a scarcity, the 
r ate of intere st is high. In jroint of fact the rale of interest is 
always an accurate indication of its scarcity or otherwises. Another 
imjiortant element is the state of credit, because there ait* large 
amounts of ca])ital dejrosited in banks, and any feeling of distrust 
is sure to have a serious effect upon the total fund, especially by 
withdrawals, and this will be at once reflected in prices. 

Our methods of trade are largely bas(*d on tlie credit sysleni. 
Credit ^ takes H’s cheque because he In'lieves it will In* paid, 
or A accepts bills drawm at 3 months’ tlat«*, in pay- 
ment for goods, Irecause he feels convinct*d that lie will be aide 
to pay the same at maturity. Again, A has such confidence in 
B that if B is in want of actual cash, he discounts B's acceptana^ 
either at his hank or in the money market. For this privilege* B 
pays the discounter interest to the date of maturity, and receives 
actual cash less the amount of interest or discount. 
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Another important factor to be considered in connection with 
the Money Market is the actual amount of gold held in this country, 
which represents the ready money required to meet 
great liabilities payable on demand. This has an|. 
enormous influence since our system of finance is^ 
built u]) on a small gold basis, and any sudden diminution ini 
the amount of the precious metal must at once affect the value! 
of capital in the market. There is, as it has been stated,^ 
practically only one large stock of gold in existence, and that ii 
held by the Bank of England. If any great drain is made upon it, 
either for currency requirements at home, or for export purjxises 
to pay for goods purchased from abroad, the reserve which c^n be 
dmwn uj>on is restricted and the rate of jnterest goes up. But 
so long as credit is good this fluctuation quickly rights itself. 
Ca))itul is attracted by high rates of interest, and immediately 
there is an offer of a higher rate gold is attracted from abroad and 
the equilibrium is restored. It is the business of the Bank of 
England to keep a most careful eye uj>on its reserve, and to prevent 
any rapid chang(‘ in its amount ])y raising or lowering its rate of 
interest according to requirements. 

The effect of a witiulrawal of bullion from the Bank of England 
is shown in the Keturn of the Bank, in llie following manner : 

A has a diqK)sit of £500,000, and wishes to withdraw gold to that 
e.^tent. Bank notes tor the amount are taken from the reserve 
and returned to the issue department ; thest» notes are cancelled, 
and sovereigns which are held against them are given in exchange. 

Issue Department. 

Notes 48- 5 millions Securities .... 18*0 millions 


th»ld •MS 

48\S 48\S 


Withdrawal. 

Notes 48 millions Securities 18 millions 

Gold 80 


te 


48 


48 
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Banking Department. 

"Capital and Rest 18 millions Government scciir- 

Deposits 40 „ ities 12 millions 

Otlier securities . . 30 „ 

Notes 15 

Gold 1 „ 

58 „ 58 .. 

Withdrawal. 

18 millions Government seciir- 

39*5 ,, ities 12 millions 

Other securities. . lU) ,, 

Notes and ^'old 
(Heserv(‘) .... 15-5 ,, 

57-5 57*5 „ 


Capital 

l)e|M)sits 


The money that is availa]>Ie lor loans is oft(‘n s|)oken of as the 
“ short loan fund.” It is borrowed, in the main, by a number 

^ . of individuals who are known as bill brokers. It 

Bill Brokers. , . , . , , r i • 

lias just bet'u staled that much ol the business of 

the world is carried on by a system of cndit. In the majority 

of transactions of any dimension it is customary lor bills to be 

drawn. There arc, consecjuently, enormous numbeis of such bills 

in existence. ^Hut it is not always convenient for the jiayei! of 

a bill to wait until it matures. He wants ca.sh at once?. He 

therefore sells or discounts the hill.^ I'Ihjic; are many banks which 

do the business of liill discountinK, but it is the custom for foreif(n 

banks to keep this business as their mono|Kd\ in their own countries. 

Hut it is not so in Knj»land. There has sprun/' up in London a Ixxly 

of middlemen who act as intermediaries between the holch*rs of bills 

and the hanks. Thest; are the bill brokers. TIk^ brokers buy up 

as many bills as they can afford to do, and i 4 enerallv at a lower rate 

than that charged by the Ikink of Kngland, but th<*ir own capital 

is quite inadequate to deal with the large numbers which are 

always on sale. They arc com|K*lled, therefore, to apply to the 

banks for accommodation, and this accommoflation is granted by 

means of short loans. The loans are often made for exceedingly 

short |)eriods. Sometimes they may take the form of seven-day 
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Joans, but frequently money is lent from day to day, and on 
occasions from one afternoon until the following morning, lo^ns 
of the last-named kind I)eing known as ** oyer-n ight 
is of the utmost imjiortance, therefore, for the^)!!! brokers to study 
(lie slate of the market, so that they can negotiate these loans on 
tiie most a(lvantag(‘oiis terms. 

When (lie bill brokers borrow money from the banks they usually 
deposit bills of exchange to cover the loans, but sometimes they 
hand over documents which are known in the market as “ floatersf” 
that is, securities to bearer, such as Consol Certificates, Exchequer 
lioinls, or Indian railway lionds as collateral security for the repay- 
ment of the iuoucy at tlic sfjccified time. 

'File money that is thus advanced by the banks to bill brokers is 
often s|»oken of as day-to-day money, but it is also known as caH 
Call Mone named liecause it is juactically able 

to be calliid in at the shortest })ossiblc notice. It is 
most essential that banks should not lend even their unemployed 
capital for any considerabh^ length of time. They must be i)rej)ared 
for sudden emergencies. 'Fhe rate of interest charged will obviously I 
lie higher when the loans are granted for, say, seven days than! 
whtui they art* made merely from day to day. 

It is always the ol)ject of those who borrow money in the Money 
Market to endeavour to of)tain the same at the lowest jiossible rate 
of interest, h'or this ]Mirpose it is of im})ortance 
of^Ca^S! thi‘re should not be great lluctiiations in the 

amount of loanable eaj>ital. li.at any time tliere 
aii^suddcn demands lor gold the rate of interest rises. With the 
deinaiui for gold there are withdrawals from the reserve of the 
Hank of England. Hut the Hank always keeps a strict eye on its 
rest'rve, and when it juTceives that its stock of gold is l)ecoming 
less, it also raises its own rate, and by thus attracting gold from 
;t^l>road (he ei]uilif>rium is soon restored. Hut in spite of every 
effort rapid lluct nations do take place, ami it is one of the principal 
parts of the luisiness of the bill brokers to study the state of the 
market, and then for them to settle the rates at which business 
can Ih? transacted. They arc generally in a ix)sition to know the 
total amount of the Hoaling capital which is loanable, and the 
movements of tlie same are the causes which fix the rates to be 
charged. 
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The Money Market is always affected when there is a laritje sub* 
scfription for a jHiblic loan. When the last (ioveriiinenl issue of 
Effect of Consols took place, the banks were denuded of capital. 
Public and bill brokers had to apply to the Bank of Kiij^Iand 
Loans. tJje deficiency. The market, however, avoids 

making aj)pIications to tliat institution as far as possible, because 
loans are only made by it for fi.xed periods, and a higher rate of 
interest is charged. Again, it is not tlesirable to borrow mone\- for 
19 long period since daily fluctuations in the rate of interest are 
considerable ; and as transactions are based upon very fine 
(piotations, the profits would sufftT considerably if larg<‘ amounts 

t vere borrowed at high rates, b'or this reason the bill biokers, 
slum necessiiry, take the bills they ha\<‘ discountetl by means of 
^lu‘ir own capital to the vaiious banks, and g<‘t them to re*discoimt 
ihe same at market rales. This reli(‘V(‘s tlit‘m ol the lisk of 
borrowing at a conijiaratively high rate from the I»ank ol England. 

The rates for money and discounts are setth‘d by tin* bill biokers 
who, as we have staled before, hav<‘ soim* id<‘a as to the state of the 
market by finding out whether tin' banks and mom*y 
brokers are short or otherwise. We then see in the 
daily i)aj)ers a quotation of the rat(*s as follows : 


Makkkt Discui.'n is. 

For t'fiit- 

60 (lays Hills . . . . 2 \:\ 

Market 3 ms. Hank Hills .. !!{,•; 

Rates of 4 • • 

Interest. 6 .. 21:; ,3 

3 ms. Fine Trade Hills 3^^ 3J 

4 3 j :h 

« -U ^ 


Hank and Mknuv Katk. 

IVr 

Ha’ik li . . 4 

Hank o ^laMd Loans 4^ 
Hankt-rs’ Dcposil Kate 2^ 
Hnjkcrs' Drpt. Kat«-(.'all 2J 
Not id- 2j 

7 (lav ^ ^•rkcl L(*ans . . 21 2^ 
Day tu lay M mry .. 2 21 


If these rates are studied it will be notie«*d that the differeiic<* 
is very small between various classes of l>ills, and this represents 
the degree of risk attached to discounting such documents. 

liank bills are bills of e.xchange drawn or accejited l>y banks 
which will be jniid without doubt at maturity, but there is an 
element of uncertainty with regard to fine trade bills, and therefore 
a jate^of [nttrg^UJi 

The Bank of England charges {kt cent, for loans, which is 
2 \xiT cent, higher than the rate prevailing for 7 day loans. The 
Money Market, therefore, maktrs every effort to ftnfJ aca>ninio<lation 
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SO as to avoid applying to that institution. In order to attract 
d«‘|)osits the hill brokers offer { |)er cent, more than the banks 
for money lelt at notice, whilst day-to-day money is only quoted 
at 2 to 2J i)er ctmt., which shows that the supply of capital is 
greater than the demand. 

The banks take an im|)orUint part in th(‘ organisation of the money 
market since they hold the greater portion of the funds which are 
list'd for the discounting of bills. The daily aj)plications of the 
bill brokers enable them to understand th(‘ forces at work which 
are tending to makt^ money cheap or dt‘ar. There must always 
be a floating surplus of capital, and it is the movement of a com- 
parativt'ly small amount which st'ttles tht^ price. In order to fix 
the price the bill brokers rntH't rt'gularlv, ami, after they have dis- 
cussed tht‘ (piestion of supply and demand, a statement is issued 
which is published in the daily papers. 

Without a knowledge of the various forces which are at work 
it is impossible to gain a clear insight into the working of the money 
market. 


The concentration of caj)ital in various centres of the world for 
the purposi* ol being utilist'il at a |Mofit is a most important factor. 

We have markets lor the control of capital at 
” bondun, Tai is, New York, and Berlin, since there an^ 
large deposits at those places held by various banking 
houses. 'Fhe great numl»er of transactions at foreign centres 
is for the purjHise ol making a profit on lulls drawn on England, 
which has been considt‘ie<l under the heading of foreign exchanges. 
Capital, like anv other commodity, gravitates towards the most 
profitable market. It the rate ol interest is higher in London, then 
money or capital is si*nt here tor investment. 


Such movenii'iits to and from a country are reflected in the 

foreign exchanges, which must always be considered in order to 

, _ , find out the various forces at work. Ag.'iin, the Stock 

Influence of , , . , , , . 

Foreign and L-xchangt‘s throughout the world an' important factors 

_ Stock iH'catisi' there are what is known as “ inter-lk)urse " 
Exchanges. “ 

si'ctiiities, vi/., st'curitiys which are s;ih'able not only 

[ n Lotulon, but also at Paris, Berlin, or New York. In order to pay 

or losst's, Siiy in Paris, st'curities are sold in London for the Paris 

account, which practically means lliat capital is transferred to 
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jFrance. This movement naturally reduces England’s stock of 
•golcl and causes a rise in the rate of interest. 

Another illustration may be taken from the recent formation 
of trusts in America, which has caused large invest - 
of*TWists? of capital in that country, and has had a 

consideral)le effect on tlu‘ Mont'v Market. 


Trade 

Conditions. 


The condition of trade is the most important factor of all. 

because with activity in trade there is more demand lor cajiital in i 

order to take advantage of rising pric(‘S. 'I'his action/ 

is at once reflected in the Money Market by a list* ini 

the rate of int<‘rest. On the other hand, wlu-n trath*. 

is depressed, there is a lt*ss iiupiiry for loans and rates derlim*. 

The money articlt*s of the daily papt^rs usually contain some 

reierence to our juincipal iiHlustrit's ; wheat, cotton. stt‘el. iion, and 

coi)iK*r may be tak(‘n as practical illustrations, and 
Position I I I 

of our tbcir condition in relation to capital has an important 

Principal effect. Agricultun* is still oik? of tht* greatest in- 

Industries. . . . , . . i . it 

dnstriesol this country, and wlien it is (h‘pii ssed tht? 

dej)osits in banks in agricultural districts an* diminished. Thi* 
autumnal dcinaml for gold at the Hank of England is largely due to 
agr i c u 1 tu re , 1 lecaus e with the iurgaUieriag of the harvest a larger 
a mount of money is rg qyiireU tp j>ay Jor labour. 

SjH*culation in various commoditi<*s is bound to re act uj»on the 
Money Market, liecause without ( apital it is impossi- 
Tradr ble to maintain prices, so that banks in some degree 

Speculation, become resj)onsible for the list- and fall in tin- price 

of commodities. 


There was an illustration of this some yt-ars ago when a ring was 
formed for the purpose of getting control of the coj»|M-r prcKluction 
For some time a great inflation of prices took place, but subse- 
quently it was found imj)Ossible to absorb the world’s supply, 
and then there was a sudden n-action. Many French banking 
houses had to sus|K*nd jjayment in consecpieiice of the great tall 
in the price of this commodity, and the collapse hud very consider- 
able effects ujKin our Money Market. In order to meet loss< s on I hi* 
continent there was a sale of securities in this countiN’ on French 
account to jwy for the liabilities incurred. 

The steel and iron industri(*s are intimately associated with the 
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prosi>eritv of this country, and a depression in these trades affects 

t )anks, the profits of which are dependent upon ‘the 
oan of capital. If these industries do not require 
the capital, there is a large surplus in the Money 
Market, and in consequence the rates of interest gradually decline. 
When trade revivi^s more capital is required, and with the increased 
demand for capital there is a gradual increase in the value of money. 

Another imjjortant factor is the |K>litical condition of a country. 
A p(*riod of tran(iuillity is always to be desired by tho.se who hAve 
p control of the Money Market, because ix'ace means 

an abstmee of violent fluctuations. The last war 
in South Africa is a practical illustration of a ]>eriod of high rates 
and a depreciation in the value of securities. An exjH*nditure 
of j[,2S0,0fK),<KK) on a war naturally involves a depression in trade. 
The reci nt war between Russia and Japan had considerable effect 
upon tht* state of the money marked, because there was a sudden 
fall in prices, es[H*cially in the securities of these two countries. The 
uierchants of Japan had Urn convinced that war was inevitable, 
and large (]uantitit‘S of silk were thrown upon the market, and 
prict's in cons<H]uence were dt^preciated. 

A change of (lovernmmt also generally affi cts the marked, U'cause 
there is a feeling of uncertainty in tlie air as to the future |3olicy 
of the Ciovermucnt. 

'I'he slate of public finance' cannot be neglected, since the amount 
of the sur|»lus or the* ele'hcit at the end of t*ach financial year has to 
U* adjust eel. All payments on account of 
Finance. ^*'‘**^^* the- 5.th Apri l of each year, so that in 

the* t*aiiy part of the ye*ar there is a stringency 
cause'd by the absorption of capital. Mone*y is transferred from the 
various banks to the Hank of England and that institution 
l)ocomcs a lender of capital, unless the money is required by the 
Government for other purposes.* 

In order to meet tem}X)rary reepiirements the (lovernment issues- 
[Treasury bills, and the rate at which they are allotted gives one some 
dea as to the value of money for a certain |>eriod. For example, if 
six months* bills for I ,(XX),00() are allotted at £9S 10s., this means 
that the market exjxH:ts a low average rate of 3 |K*r cent, for a ()eriod 
of six months. 
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Such bills are rendered necessary since there are payments to be 
mafle at various seasons of the year when the Exchequer receives 
very little money. Securities of this kind are a favourite invest- 
ment for continental banks, and it is sometimes found that bills 
have changed hands at £2 10s., per cent., the allottee at £98 10s., 
having f)ossibly sold his allotment for £98 15s. The j)ayment for 
the same must of necessity withdraw a certain portion of Die 
surplus floating capital of the country, and so affect tlie rates of 
interest. 


It is often found that reference is made to India t oimcil mone\-, 
which represents the balances held in this country on behalf of the 
India Indian CioviTninent. There is a gradual accumulation 

Council which is not required for a certain time. The brok(*r 

Money. 1^, employed by the (iovernmt'ut for this purposej 

lends such capital in the market by tlu‘ sam(‘ methods as thos(f 
employed by banks. It is gentually stated in the daily papers 
on what terms the India ( ouncil has betm able to lend its surpluf 
funds. 


The reserves of tlu* Indian (lovernment are h(‘ld by the Hank 
of Bengal, and a recent return states that theie was an increase 
Indian forty-five lakhs of rupees in tlu* cash reserve, tlu^ 

Government trade demand having declined from t(‘n to twenty 
Deposits. lakhs, while th<*re was an increase of about fifteen 
lakhs of nipees in the Treasury balances. I'he rec<‘nt dejin'ssion 
in the tea trade, which was partly caust'd by an increase* in the tax on 
that commodity, has no doubt hael some effect in this country, 
and this depression was soon reflectird in the balances of the 
Indian banks. The note circulation was 37 J crores of ruj>ces against 
which were held I0| crores silver in stock and J crones in transit, 
whilst the holding of gold was rather higher at 16^ crores. The 
Indian Treasury balance had increased from one million to fifteen 
million crores of rujKvs. 


This statement shows what is the j)osition of Indian finance. 
In recent \’ears the (iovemment has been accumulating gold in order 
to adopt gradually a gold standard, A few years ago, in cons<?quence 
of the great fall in silver there were considerable fluctuations in the 
value of the rupee, but now these have Ixx'n n*duced to a narrow 
margin. 
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From th<* n.‘turns of the New York Associated Banks it is possible 
to ascertain the {)osition of the reserves in the United States. The 
Reserves of ^h*j)osils in August, 1903, were ;£ 18 1,000,000, but 
New York three months later they had fallen to £170,000,000. 
Banks. surplus reserve had decreased from £4,812,000 

to £1,227,(K)0. These figures indicate the fact that capital was 
lieing ahsorlieci, const*quently there were no expectations of 
witIuJrawals being made from that country on foreign account. 

The monthly statements issued by the principal English baiiks 
give some indication of the condition of the Money Market. If the 
Monthly j^*^**^^* reserve is large it is assumed that there is little 
Returns of |rlemand for capital, whilst if the contrary is true it is 
Banks. indication tliat there is a large increase in loans. 

Tile iimomii of deposits held must also be taken into account. If 
this amount has decreased it is a clear fact that tlu* savings of the 
country an* declining. The reduction on loans with a corres[)onding 
incn*as(' in investments possibly means a less demand for capital 
by the manufacturers and the commercial classics of the community. 


Keh*renct* has been made to the fact that the only large stock 
of gold is lu‘ld by the Bank of England, principally in consi*quence 
of its issuing notes W'hich can be exchanged for gold 
Cold Reserve on deinaiul, and a sutficient amount must be held 
in ord<*i to m(‘et siulden withdrawals of deposits which 
are iepa>able on d< maml. riiere are also international jiayments 
to be made which must, to some extent, be si*ttled by means of 
sjHTie. The Hucl nations in the foreign exchanges indicate to some 
extent what are the movements of gold which are taking place. 
Thus, it was recently stated that in cons^xpience of the recent rise 
in the New York Exchange some portion of the South American 
•demand tor gold would be borne by New York. Every country 
jis anxious to have a sulhcii iit res^'rve, and stejis are taken to make 
dip any deheienev b\ raising the rate of interest in the country w'here 
the stock of the precious metals is getting low. 


The issue of large public loans either at Paris, Berlin, or New 
York soon uffi'Cts the cash reserve. The foreign exchanges are, 
therefore, most cart*full\* watched so that when the drain of gold 
commences the rate of interest is raised in order to attract capital, 
in other words, sjH'cie, to this country. 
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BANKS AND BANKING DEVELOPMENT 
1. British Bankinc; 

Ak bank was originally a bench set up in the market place for the 
ej^hangejpf money (Italian, bunco). In a^cpmiiKTcial si*nse it is un 
establishment where money is received on deposit, to 
repaid on demand, or otherwise as may be arranged, 
mid where loans are nt'gotiated, bills dist'oiinted, and 
other financial business conducted. | bankers also act as monetary 
agents for customers not engaged in business, receiving paymeiiLs 
from dividends and other sources, and taking charge? of valuable 
l)roiKTty and securities. 

Banks an; now generally divided into th(‘ two dass(;s of lianks 
()f deix)sit and banks of issue, although both transa*‘t ordinary bank- 
ing business. The former receive money at an agreed 
rate of inten‘st,on condition that a C(‘rtain prescribe^l 
iiQtice shall Ik* given previous to withdrawal. (Some 
banks, howt‘wr, re('eivo money on de|K)sit which is repayable on 
demand.) 1^^ this plan the necessity of keeping a large sum of 
money in hand, earning no interest, is avoided. Tliere is no n<‘ed 
to prepare for a sudden emergency, and the ( apital can In; investe<l 
ip securities paying a higher rate of interest than is given by the 
public funds or other securities whi< h can U* iinnicdiat«?ly lealiwd. 

A bank of issue is one wliich issues its own notes payable to 
l)earer on demand. The practical monoi>oly of t h(‘ Bank of England 
has lxH*n noticed in a previous chapter, and no ntrw 


Bank of 
Issue. 


bank of issue can now ])e formed. It is ('vident 
thjLt in a bank of issue llie profit derived from tire 
issue of notes is equal to the interest uix>n the difference between 
the average amount of notes in circulation and the amount of sjx'cic 
to ^ ke])t to meet them, less the expense of llicxT^irianu- 
L — If a banker was obliginl to kwp hiillion equal to the 
amount of his notes in circulation, he would make no jirofit. But 
for a banker with good credit, it is considered t|h^_n. fourth or 
fifth part i s u sually sufficient. 

B7 
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The practice of banking, though highly dcveloj^ed at the present 
time, did not make rajiid strides until the last century. But it«is 
Ancient supj)oscd that it came along with great 

Banking. sudd(;nness. In various shaj>es and forms banking 
is of great antiquity. It is .said that bills of exchange were known 
in Assyria and Hal)ylon, and that the Jews derived much of their 
lianking knowledge during the period of the Captivity. This is 
.soiiK'what doubtful. But at any rate there was such a thing as 
banking known to the (ireeks, the Romans, and th(^ Jews. Each gf 
thes(‘ jM-ople had tlieir own ideas, and were limit(‘d in their practices ; 
but a combination of their j)rincij>les would have gone far to embrace 
piearly tin* wlioh* of the el(*m{‘nts of modern banking. The Greek 
i bankers received money on d(*posit accounts, and lent it at a higher 
j rale of interest than they paid to their de|)Ositors. The Roman 
! bankers r(‘ci‘ived money on current accounts, and granted facilities 
lor paying it out on tiu* written order of th(‘ir customers. But 
neither of them appear to have issued bank notes. At Jerusalem 
then* sprang up a much more advanc(‘d form of banking, viz., 
the exchange of money. (Towds used to visit Jerusalem for 
religious purposes, and as it was im|)Ossiblt‘ to give presents of 
mon<‘y (*X(H*j»t in a s|H’citied currency, strang(*rs were comiwlled 
to go to the mone\ «chang(*rs to jnocure the nec(‘ssary coins in 
place (»f those oi their own coimtry. There is little doubt that a 
large prolit was made u|M)n these tran.saclions. 

How crude Wi le the ideas of some of the ancients as to banking 
is well shown b\' tlu* olt-repeated tale of the proj)osition of so 
acute a man as Xenophon. He noticed that the 
a^"lmercst. paid interest for the money dej)Osited 

with them, aiul charged a higher rate to the jx'ople 
to whom tliey in turn lent it. It occurred to him that it would be 
for the beiK'lU of tht* Athenians if a certain niimlxr of citizens 
combined to form a largi* bank, from the int(‘ri*st on the money 
in which all the ex|H*nMS connected with the government of the 
state might 1 h* met, and all the citizens live in easi^ and comfort ! 

In the (lark and the middle ages the Jews apjxar to have |x*r- 
formed ;ill the functions of bankers. The histor>' of the subject 
A ** (‘Xtreinely vague and indefinite. It is said that 
* ^ they established a bank in I.ombardv in 808 a.d. 

This may or may not lx* true, but that a bank was estaliTished in 
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Lombardy at an early date is undoubted, since Lombardy has always 
i>een looked upon as the home of banking, and Lombard Street 
takes its name from settlers from the north of Italy who came to 
London some seven or eight centuries ago. The hostility felt 
towards the Jews is well known, and they w’ere exix^lled from France 
by King Philip Augustus in 1182, and from England by Edward L 
in 1290. 

The so-called first bank, however, w^ as the Hank ol Venice, estab- 
li shed in 1157 . In the previous year the Doge of Venice, lH*ing 
in want of money, levied a forced loan on the wealtliier 
citizens, jiromising interest at the rate of 4 jn'r cent, 
to the creditors, and guaranteeing punctual payment 
of the same. The subscribers were autliorised to ojHm an office 
for the jnirjKJse of receiving de|H)sits or of issuing orders, j)ayable 
in ducats at a fixed standard, and fiuuls could also ht‘ transferred 
by signed documents. In reality the Governmt‘nl of Venice created 
|H‘r|H*tual annuities, an<l the so-called Hank of Venict* was simply 
a transfer ofliice of a national debt. The real banking part of the 
W'ork of the establishment did not commimce for mon‘ than two 
centuries after its establishment, and it was only then that the Hank 
of Venice w’as really a bank in the modern st^nsi*. If continued to 
flourish until the French invasion in 1797. 


Although Lombardy and Venice are so clos<d\' (*onnectt‘d w'ith 
early banking, it has Ix'en asst*rted that modern banking owes most 
of all to th(* money-lenders of Flonuice, who were wi;!! 
known and had connections all over EurojK! in the 
fourteenth century. England and France made 
certain of the private bankers of Florence th(.*ir ow'n bankers, and 
the former often l)orrowed large sums for various i)ur|)Oses. It 
W'as the failure of Edward III. to repay a loan of I,5f)0,000 gold 
florins in 1339 that caused the famous houses of Peruzzi anti Hardi 
to sus[)end pa\*ment and spread disaster broadcast. This event 
letl to the first monetary crisis on record. Another cel(*brat<*d bank 
was the Hank of Genoa. It was established in 1345 for the purj)Ose 
of financing and managing the public debt of Genoa. It has l>een 
described as a “ conser\'ator of fH*ace, lading at once a commercial 
hank, a state dejx)sitory for the revenues, a contractor for the taxes, 
and a |x>]itical custodian.’* This bank flourished until 18fK), and its 
extended existence forms a world’s record. There were also banks 
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in Sicily at quite an early date. But they were not established on 
any tirm basis. It appears that any j)erson was entitled to opeii a 
bank if he was j>ossessed of a small capital, and could find a surety 
to guarantee the same amount. It is interesting to note that it 
has been sometimes asserted that book-keeping by double entry 
originated in Sicily. It seems more probable, however, that it 
originated with the Venetians in the fifteenth century, the first 
treatise on the sulqect being ascrilx^d to Lucas Pacioli, usually called 
Lucas de Burgo, a monk of the Minorite order. ^ 

It would be strange if there were not stories afloat as to the banks 
of China and Jt'i])an, banks existing and flourishing at a period 
long ])rior to that when banks were in existence in 
Euro|Hj. It has been stated that bank notes were in 
usi! amongst tlie Chinese in the s(*cond century before 
the Christian (Ta, being inadc^ of pieces of skin u})on which the value 
was stamjwd by an otticial st^al. But all this is very doubtful. 
And although Japan has now well develoi)ed her banking 
institutions, their early history is wrap}X‘d up in mystery. 

One of the most celel)ratt‘d banks, however, but belonging to 
what may ])e called modern times, was the Bank of Amsterdam, 
established in 1009. It was the first to perform all 
Amsterdam functions of a modem bank. At the 

time of its foundation Amsterdam was the central 
exchangt* of the world, and the Dutch w*ere very proud of their 
banks, rigidly considering them to lx? largely resj>onsible for their 
own pios|H’rity. They watched England wath a jealous eye, as 
English commerce was on the upward grade ; but they conceived 
tfiat until banking took riK>t in England they had not much to fear 
from any com|H'tition. 

) The history of banking in Englaiul dots not really l>egin until 
the foundation of the Bank of England. The functions of banking, 
/so far as they extended, had lH*en carried out by the 
Banking in goldsmiths; ami some of the oldt^st i>rivate banks 

England. , descendants of celebrated goldsmith firms. The 
* goldsmiths had strong rooms to preserve their pwn 
property, and when law and order were not so well established as at 
prestmt it w'as coiisidenxl an excellent plan for private individuals to 
utilise these strong rooms, the goldsmiths undertaking to restore 
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goods and money entrusted to them wlien called upon to do so. 
Unfortunately in the st»venteenth century the public credit was not 
good, and two events did not tend to increase it. Tht‘ first was the 
act of Charles I., who, at the time of the Civil War (1642-45), sidzed 
the money and plate de|x>sited with the goldsmiths. The second 
was the closing of the Exchequer by Charles 11. in 1670. Hut after 
the Revolution in 1688, and the introduction of the system of 
parliamentary res])onsibility and control over the public finances, 
ft was possible for men to rely ujwn the credit of the (Government, 
and for a way to l)e paved for the establishment of our great Hank. 

The credit of devising and founding the Hank of England in 1694 
is due to William Paterson, a Scotchman. It was constituted as 
a joint stock company with a capital of 1,2(K),0()(), 
that sum being lent to the (iovt‘inment ol the day. In 
return interest was madt‘ payabh* at the rate ol 8 
tH?r cent., and an allowance of £4,0(K) a year granted lor manage- 
ment, so that the whole payment was 1(K),(XX) a year. According 
/to its charter, the management of the Hank of England is committed 
to a governor, a deputy governor, and twenty-four directors, elected 
by the stockholders. 'Ihe cor|)oration were not to trade in goixis, 
but they were allowed to make advances u|K)n, and to dt*al in, bills 
of exchange, and to issue “ bills payable in coin on demanrl,” and 
transferafde “ to bearer on demand.'’ The |»rivilege of issuing 
notes was confined to the amount ol the loan made to the (iovern- 
inent. At first the charter of the Hank w^as for eleven years only ; 
but in consi*quence of the great si'rvices it has rendered to the 
(Government at various tiim*s, its charter has l)een renewed again 
and again, the last time lK*ing under the Hank Charter Act, 4844. 
The original capital of ;(|1,2(X),()00 w'as gradually augmented until, 
in the year 1816, it reached the sum of £I4,553,(X)0, uj)on which th«* 
stockholders draw dividends, and at this sum it still rtunains. 

In addition to the original loan of /1,2(X),(KX), the Hank has lent 
other large sums to the (Government at different times, and has 
always made a jx>int of obtaining some privileges 
in return. It has just lK*en stated that the original 
charter was granted for eleven years only, but tlie 
authorities have taken the greatest care to have its renewal provided 
for on each occasion well in advance. The Hank has, in fact, traded 
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somewhat on th«i needs of the Government, needs which could not 
be supplied in any other direction. In 1708, for example, afteV 
the troubles over the establishment of a land bank, in return for 
a gift of £400,000 and a loan of £2,175,027 17s., the Bank was 
conceded the sole privilege of joint stock banking, and it was not 
until 1826 that other joint stock banks were allowed to be formed. 
At the same* time the charter was extended, and the rival Mine 
Adventurers were a])olished. In 1713, the date of the signing of the 
Treaty of Utrecht and the closti of the War of the S})anish Succession? 
the Government secured a further loan of £2,000,000, and the Bank 
was granted an exttmsion until all the ]\ul)lic debts due to it were 
satisfied. In 1742, another loan of £1,600,000 was granted, and 
an Act was j)assiMl which purported to give the Bank of England 
a comjJete monopoly of banking. This Act still remains on the 
Statute Hook, but its provisions have nevtT been judicially con- 
strued. In 1764 the (iovernment received a gift of £110,000 and a 
loan of £l,(KK),000. In I8(K) the charter of the Bank was extended 
until on a loan of £3,(X)0,(K)0 being negotiated, the Bank 

not receiving an>’ interest upon the same for a ptTiod of six years. 
And when the further (‘Xtension of 1833 was granted, the last 
prior to the passing tif tlu' Hank ('barter Act of 1844, the Hank 
gave up £120, (HK) a year ol the money paid by the (iovernment for 
general management, v\c. 

The year 1826, in which it first became possible for joint stock 
banks to be established in (his countrv, is also noted in the history 
of the Hank as that in which it obtained the mono- 
manctfe^. issuing notes in London and sixty-five miles 

round, and ojK^ned branches in (iloucester, Hull, 
Manchester, and Swansea. Other branch establislmieiits have 
since been ojH'ned in varitais toans. 'fhe busiiu‘ss carried on at 
the branches is similar to that at an ordinary branch of a bank, 
but bank notes are able to be issuetl trorn various of thesr* branches. 


The most im)K)rtant inci<lent in the carivr of the Hank was the 
ihink ( barter Act of 1844, which had the effect of st^curing the 


Bank Act 
of 1844. 


convertibilitN* of bank notes. By means of the Act 
an effort was made to supi>ress the local issues, and 
this has. through a variety of circumstances, Ijeen 


almost entirely accomplished. The Act, however, has not prevented 
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violent fluctuations in the rate of interest, which it was thought 
its passing would prevent. 

The-profits of the Bank arise out of the purchase and sale of 
bullion^ discounting bills» ititeiestimloaus^ allowances lur managing 
the public debt,, and the profit on the note issue. 
The Bank has, besides, at different times paid other 
dividends, under the name of bonuses. A bonus is a 
sum of money derived from the division of a fund wliich has been 
Allowed to accumulate or to remain ready for use in case of 
eriieigency. The emergency having passed, the fund h;is been 
divided, and such bonust's of the Bank of England have varied 
from five to ten per cent. The Bank differs from any other bank 
in this countr\% inasmuch as it is the banking house of the 
(iovernment. All the money drawn in the form of taxes or 
otherwise for the public ser\uce is consigned to the bank, while all 
dmfts for the public service are likewise made on it. S|H'aking 
of the Bank, Adam Smith says : She arts not only as an ordinary 
l)ank, but as a great engine of State. She receives and pays tlie 
greater part of the annuities which are due to tlit* creditors of the 
{jniblic ; she circulates (‘xchequer bills, and she advances to the 
Kiovernment the annual amount of the land and malt tax<‘s, which 
iare frequently not paid till some years thereafter." 

There are three distinct o|HTations of banking rarried on by the 
Hank of England. The first is the issue of notes, to which reference 
has been made in a former chapter. Hut it is necessary 
Not^lsLe^ subject again, since the expansion 

or the contraction of the issue has an imf>ortant effect 
u|X)n the money market. lu. consideration of the privilege of 
issuing notes the Bank of England pays to the f iovernment an 
annual sum of about £I83,(XK), being a part of the profit derived 
from interest-bearing securities. The balance of profit is a return 
for undertaking the exjx nse of manufacturing, issuing, and exchang- 
ing notes both in London and at the country branches of llio Bank. 

It must also In? remembered that in furtlier consid« ration of the 
privilege accorded to it the Bank must purchas<t uncoined gold 
in tile shape of bars or btiUiori, iIm* 22 

out ol 24,.aJt Ihe.ratc of £3 17s. 9d, per ounce, and in. 
e.xchange for such gold bank notes are issued. The 
r^asoiLpf ihe_ price ^^aid, and of the difference between the Bank 
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price and that paid at the Mint has been already explained. When 
fiotes are pven in exchange for Imllion, sovereigns can at once be 
obtained from the Issue Department. 

Great care is taken in the printing and numbering of bank-notes, 
and a separate ledger account is opened for each note created. 

No nott‘S are ever re-issued. After payment in h^ 
Issuing Notes. l)(*en made they are cancelled, kept in safe custody 
for live y(‘ars, and then destroye<l. There are twq 
principal ways in which notes are issued to the public. In the 
first place any {jcrson can, on demand, receive notes in exchange 
for sovereigns, and then, agciin, any customer of the Hank can 
receivi* them in exchange for a cheque drawn ui)on that institution. 
This is the usual metho<l of London banks ; when the rest^rve of 
|iot<‘S is getting low a cheque is <lrawn for the amount required. 
iCverv London l)ank k(*eps an account at the Hank of England 
lor this purpos(‘, as well as for making payments of such things as 
Customs Duties for their caistomers. It is also necessary for a 
l>alance to lx* kept to met't payments made at the Clearing House. 
A greater part also of the cash rest'rve of the London banks is kept 
at the Hank of England f(»r th<‘ sake of convenicuice. When notes 
are paid tlie ert'dit issued against the same are cancelled day by 
day, the amount paid is deducted from the circulation account, so 
tliat the balance represi'iits the amount of notes in circulation. 

The bccoial banking ojK-ration of the Hank of Engiaml is tlie 
inauageinent 4)f Hh* Nathmal Debt. This business is naturally 
Management considerable magnitude, owing to the enormous 
of the amount owing by the Ciovernnicnt to those who 
National Debt, i^vt^sted in the Funds. The stockholders 

are paid their <lividends every quarter, and the work of preparing 
dividc’ud warrants is very great. As tlu* work is similar to that 
done by otiu'i l»anking institutions whicli have charge of Colonial, 
(fovernment, and ('orjK)ration stot'k, it is ilesirable to consider the 
system of management. 

When stock is purchased on the Stock Exchange, the name of 
the buyer is inscrilH*d in the liooks of the Hank of England. This 
Method of is done in the following manner by a stockbroker 
makes out a ticket and a receipt to the following 
Stock. form : 
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From this Ixwk the particulars are posted in a ledger which 
is similar to an ordinary one giving particulars as follows : 


STOCK LEDGER. 



Kroin whom 

Dr. 

Cr. 

Urflancc. 

Rrfcord of 
Powers 


transt«*rr<vl. 




of 

Attorney. 

■ 







In order to prepare the dividends it is usual to place on cards 
the names and amounts of stock held by each stockholder, calculat- 
ing on the sanu' the amount of interest, the tax, and the dividend. 
The particulars are copied into a dividend register as follows : 


DIVIDEND REGISTER 


I’.v whi 


The dividt'iid warrants are then prei)ared from this lK)ok. The 
stockholders can apply iH'isonally for their dividends, or the same 
can be transmitted by jKJst or paid through any banker. This 
is an imiwrtant banking oin ration carrieil out not only by the Bank 
of England, but iUso by other institutions which undertake the 
management of various CorjK)ration stocks on the same principle as 
that already described. There is, however, another method of 
registration wliich is knowm as the deed system. 









jpon lor £ Stock f<irwartled to the Company’s Office fjy 
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Stocks are transferred by means of a transfer in tlie following; form : 

I, Ernest Broini 

of Liverpool, Merchant 

in consideration of the sum of Four humiud toumU 
paid by William Tonifkins 

of Manihester, Est/mte 
hereinafter called the Transferee, 

Do hereby bargain, sell, assign, and transfer u» the said Transferee 
Four hundred and turutv Founds Fedceuutlde Stoih 
of and in the undertaking called the llVs/ Ham Coi potation 
To hold unto the said Transferee, hi\ bxeeutors, .\<lniinis 
trators, and Assigns, subject to the s<*\erai c onditinns on which / 
held the same immediat<‘ly iH'fort* the execution heH-Mf ; and / the 
said Transferee, do ln*reby agree In ,u»r|ii .ind the said 

Stock subject to tin? conditioiis af»*resa>d 

As witness Hands and Seals, tins 
day of in the Year of om I onl < )ne thousand 

nine hundred an<l 

I, sealed, and delivered by the alwiie named 


in the presence of 
i Signature. 

'C I Address. 

? I 

> Occupati<jn, 

Signed, sealed, and delivered by theabi>\e named 
William lompknn 
in the presence of 
'x j Signature, 

^ '■ Address. 

Occupation, 


o 

0 
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The particulars are copied into a transfer register as follows : 
COPY OF TRANSFER REGISTER. 


'i'raji.sinr KfKiittfml. 

Date of 

Trom whom Transferred 

NumlnT. 

I 

Tr.uwfer. 

N.iinr. 

Address. 

Description. 








• 


COPY OF TRANSFER REGISTICR— 


Ccttificatc 


Tile various out l ies arc tlu'ii copied into a ledger similar to that 
already described ; a stock certificate is issued to each holder 
stating the amount ol sto<'k with full particulars. 

No transfer o( stock is allowed without the j^roduction of this 
ctTtilicate, whereas liy the inscribed system the receipt showing 
Difference in need not be produced when the stock 

the Two is sold. The Bank of Kngland adopts both methods, 

Systems. although the former is the j^rincipal one. 

In addition to the inaiiagenient of the (ioveniment Debt, the 
Bank has chaige of the Indian t ioveniment stocks and also of 
various English t'on>oiation stocks. A fixed annual sum is paid 
for the management, and when any fie.sh issue is made to the public 
a certain commission is paid for the work involved in connection 
with the same. 

The third oiH»ration of the Hank of England is that of the ordinary 
business of banking. 

The Hank Charter Act, of 1844 proviiled, amongst other things, 
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that the Bank of England should issue a particular Return every 

Bank Return issued every Thursday afternoon, and 

” published in the daily pajHjrs every Friday morning. 

In the Return are shown the amount of notes in circulation, the 
stock and bullion in reserve, and such other matters as enable city 
men to judge of the Money Market and its probable tendency. 
It has, in fact, been called the barometer of the Money Market, 
riie following is a co])y of the Rejwt for the wtn^k ending the 
9th December, 1904 : 

Issue Department. 


Notes issued 

£47,273,000 (iovernment Debt 

£11,015,000 


Other securities . . 
Gold coin and bul- 

7,435.(KK) 


lion 

Hankinc; Department. 

28,823,000 

£47,273,000 

Pro})rietors' capital 

14,553,000 (iovernment Secur- 


Rest 

3,149,000 ities 

£19,007,000 

Public deposits 

7,597,000 Other securities . . 

24,274,(K)0 

Other „ , , , , 

38,862,000 Notes 

18,9I0.(K)0 

Seven day and other 

(iold and silver coin 

2,082.(K)0 

other bills 

1 12, OCX) 



£64,273,000 

£64,273, (XX) 


The Issue De|)artinenl deals exclusively with the bank notes 
issued. In a former chapter it was pointed out that gold coin and 
bullion must represent the notes which are issiiefl lK\vond the amount 
of the fjovernment debt and the securities de|)osited. The latter 
vary, as tlie Bank has a right to increase* its circulation if a country 
bank cease^s to issue notes at all. 

It is not to be supix)sed that the total amount of not<?s shown 
in the Return are in active circulation in the country. The n!iml>cr 
is automatically fixed by Act of Parliament, and notes 
n^ust be issued in return for gold and bullion trans- 
ferred into the Issue Department. But on turning 
to the Banking Department of the Return it will be noticed that 
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there is an item “ Notes/’ These are the notes which are un- 
employed, but which arc ready for use if required. If they*are 
returned to the Issue Department the corresponding amount of 
gold or bullion must be withdrawn from that department, and if 
there is a withdrawal of gold or bullion of the Issue Department 
the notes of a corresponding value must be cancelled. The notes 
are, indeed, an addition to the currency, and are secured on the 
credit of the (Government. An, excess of the issue, except under 
special circumstances, would lead to a depreciation in thfcir 


It is n(*c(‘ssary to explain the various terms us<*d in that portion 
of the Return which ref(*rs to the Hanking Department. The 
Proprietors’ ('apitjil is the amount upon which divi- 
demls are ])aid. Tht' original capital, as has been 
slated moie than once, was / 1 ,2(K),0(X). It now 
amounts to £I4,553,(K)0. This was the tigure in 183(1, and it has 
since remained unaltered. The large anionnt of tlie capital gives the 
Hank a predominant position as to security, and it will observed 
that it is an amount lar in excess of that of many joint stock 
banks. 'Hie rest ” is the restTve ki‘pt by the bank for the 
payment of dividends to the ]>roprietors. It is always kej)t at a 
total exctH'ding thnr millions, and the excess over that sum is 
the amount ])aid half-yearly in dividends. It is therefore quite 
|>ossible to lorecast the <'oming divi<lend at the end of the half-year 
with a fair amount of certaintv. 


Under tiu' heail of public dt'ptisits arc* included the moneys paid 
in on account of tlu* Hxcliev|uer, the Savings Hanks, the ('ommission- 
eis of tht' National Debt, the Paymaster (General, etc. 

De^sits. * Hngland being the banking house* of the 

nation, all national revenues are paid in by the various 
collectors as siM»n as they are leceivetl. The amount lield in hand 
under this head tluctuates considerably, and this is es|K*ciall3' 
noti'worthy at the end of each financial Near, viz., the 5th Ajiril, 
when the balances are somewhat large. The Huctuations in the 
amount held has an inqH>rtant effect ui)on the Money Market, and 
rates of discount an* in some degree go v<Tne<i by the accumulation 
of capital on (Government account. 

The item “ other de|X)sits ” includes all other sums paid into the 
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Bank by various Government offices, the deposits of various banks, 
and the ordinary banking accounts of private indi- 
viduals. It is interesting to trace the histor\' of the 
deposits of the London banks. They found it desir- 
able to retain a certain amount of capital at the Hank of England,! 
because that institution was to a certain extent under the control^ 
of the Government, and tlie premist's were also j^artic.iilarly wi*llj 
secured, a military guard being stationed at night within its walls.) 
Tltfen, again, bank notes were legal tendi*r, and could easily lx* 
obtained in case of necessity. Another circumstance which con- 
tributed towards the keeping of deposits was tlie formation of the , 
Clearing House, and in order to pay the balances due from one bank 
to another it was found convenient tor each institution to have a 


drawing account with the Hank of England, and tlius by means 
of transfer entries, as will be explained in a later cbapti-r, balances 
could be adjusted without the nec(*ssity of using any coins. 

The various payments on account of custom duties an* made by 
means of cheques upon the Hank of England. 'Ibe customer 
of a bank obtains a che(jue drawn upon the Ikink ol England in 
exchange for one of his own. 

The amount held on account of the London banks is veiy large*, 
and great fluctuations might have a serious ellec t upon the .Moiii-y 
Market. Eornu‘rly a return was made* showing the amount of 
the bankers’ balances. Thus, in I87B, it was nearly jri2,0(K),(K)0, 
and since that date there has been a consid« rable increase*. I he 


Hank directors are abh* to ascertain the n sources of the maiket 
by reference to the (iovernna nt and private* (h*|x>sits. 

The seven-day and other bills, which form th** last entry on 
the liability side of the Return, have diminish<*d very considerablv 
Seven-day consequence ol the greater banking lacilities 

and afforded by the establishment of branch banks 
other Bills. throughout the kingdom. They rejiM*s<*nt the money 
paid into the bank for bills which have been issued. es|xcially 
bank })ost bills. These are bills which can be obtainteJ at the 
Hank of England and at any of its branches, fr(*«* of charge, for any 
sum of money lH*twcfn £\0 and £1,000, j)ayable to order, iijxjn 
de}x>siting the sum for which the bills are rt*quired. Such bills are 
payable seven days or sixt\' days after sight, aneJ are not subject to 
days of grace. The seven-days* interest for the us<* of the money 
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is accepted by the Hank as sufficient remuneration for their part of 
the transaction. These bills originated in 1 738 in consequence of the 
frequent robberies of the mails, the object being that in case a robbery 
took place the owner of the bill might have time to give notice of the 
robliery and prevent jiayment lx?ing made to an unauthorised j^rson. 

Th(* following is the form of such a bill : 

“ Hank ok England. Post Hill. 

No. 

London, Sept. Is/, 190S 

At seven days' sight I promise to pay this my Sole Bill of Exchange 
to Samuel Johnson, or order, &ne hundrei pounds sterling, value 
received of Thomas Robinson. 

Tor the Governor and Company 
of the Bank of England 

£One hundred. A B ” 

All the alK)V(‘-nientioned liabilities are s(*cured by various assets, 
but it will be noticed that gold and silver coin figure at the bottom 
oi tlu! balance sheet instead of at the top. This is 
somewhat different from the balance statements of 
other l)anks, because specie is the highest form of 
restM've. Notes would rank n(*xt in an ordinary banking account 
Ijecausi* they could be presented at tlie Issue Department and gold 
obtained for them. 

With the Hank of England it is different. (lovernment securities 
take the first place and tht*y are followed by other st^curities,' 

- . . The (loverninent securitit‘s include investments in, 

Securities. i J- 

i onsols and Ireasury bills. iliere is no method oij 

arriving at what are included under the item otlu‘r strunties, but 

they reh'r to all the investments ot the Hank, except those in 

Govenimt‘nt sei urities, in Indian and C'olonial (lOVernment stocks 

and c'or}H)rati()n loans, oic. 

The other items, notes and gold and silver c'oin, almost explain 
themsidves. The noti‘S are those' issued for the Issue Department 
of the Hank but uneiniiloyed, and tlu'y are represc'iited by securities 
or gold coin and bullion under the Act of 1844. The amount of 
gold and silver coin kept in the Hanking Department is compara> 
tively small, but as it has l)een |>ointed out that gold can always 
be obtained from the Issue Department by sending back notes 
for cancellation, no difficulty can arise in this respect. 
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The ordinary banking dcjiartment is known as tlie Private Draw- 
ing Office, where all accounts except those of the (io\’eiinneiit are 

Private kept. No charge is made for the privilege of ktvping 

Drawing an account, but customers are exjxxted to ktvj) what 

Office. jg ijnow'n as a remunerative balance. If a gri‘al 

amount of work is entailed by the paymt‘nt of chetpies aiul 
otlier services rendered, the balance must be sufficient to enable the 
Hank to obtain a yearly income by lending what is juTinanently 
Itrft on current account. Again, if a customi*r dejH>sils a large 
amount of securities for safe custody, a larger l>alance is naturally 
exj)ected than W’ould otherwise be the casi*. The most important 
accounts kept in the Priv^ate Drawing Office are tbosi‘ of the 
London banks, a st'parate department lu ing st‘t aside especially 
for their ust*. 

Although it is the custom of French banking institutions to make 
a charge for the custody of securities, tin* luiglisli banks have 
always undertaken the business free of commission. 

The Public Drawing Office* is a subdivision of the banking d(‘|>art- 
ment, simply for the purpose* of convenienci*. When the enormous 
expenditure and rect‘i|>ts of the various elepartnients ol tlu* State 
an* consid(‘red, it is easy to realise* bow gn*at is the amount ol work 
entailed in the management of such accounts, but although they an* 
large, they are kept on the same j>rinciph* as j)rivate accounts. 

The Discount Office is probably the most imj>ortant othce at the 
Bank of England, because tlie Money Market is consiileiably 
affected by the charge made by that institution 
discounting bills. Th(? manner in which sucIj 
charges are made and the effect produced bv them 
have lH*en considered in the jirevious chapter. The <liff* reinv be- 
tween the discounting of bills by the Hank of England and by other 
similar institutions is that any one res]H Ciably introduced can hav** 
a discount account, whereas other banks will only discount bills 
for their customers. 

No doubt the fact that the Hank held the cash res< rv<* of the 
country w’as the reason why this system came into < xistence. 

Method of Whenever there was a feeling of distrust in tlie Monc?y 
Discounting Market !>ill brokers and others obtained accommoda- 
tion at the Bank. Only short term bills, viz., those 
of sixty days, or from two to three months, are receiverj. The 
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'Hank, morcov(;r, will not discount bills accepted by foreign banking 
institutions, or those; bearing foreign indorsements. Bills accepted 
by first-class English firms are readily taken. If the number offered 
for discount is large, the rate of discount is at once raised so as to 
check the demand. 

The Branch Hanks Department is for the jmrpose of transacting 
business in connection with ttie various branches. Remittances 
are stmt daily from each !)ranch, including cheques 
paya])le in London. Hank notes issued at a branCh 
are only jiayable at the place where they are issued 
or in London. The accounts from each branch are balanced daily, 
anti particulars of the daily transactions are transmitted to London. 

'fhe most imjKirtant work of thest* branches is the receipt of taxes 
on account of the (lovernment, especially at st^aport towns where 
import duties are received. The amounts so obtained are at once 
advised in London, so that the Excht‘quer is credited without any 
loss of tinu*. 

The general management of the bank outside that connected 
with the issue and the payment of i)ank notes is similar to that 
of any otlier banking institution. As bills of exchange 
form the best inv(*stment for surplus funds, the Hank 
ol Englaiul s naturally anxious to obtain a share of 
that ]>articular business. The investments art* in first-class secur- 
ities which are easily realisable in cast* of nt*ct‘ssity. The Governor 
is res|K»nsible lor the general su|H*rvisit)n of the securities held, and 
he is assisted by the rreasury ('ommittee. 

From an examination of the Return given on a prt‘vious page, 
it is obvitMis that tlie Hank of b.ngland coiiltl, if necessary, pay off 
the whole of its share capital without calling upon the (iovernment 
to repay its tlt‘bt. if the present law rt‘SjH*cting the note circulation 
was not alteretl. 

The jKisition of tlu* Hank of England anti its working have l)een 
explaint'il and discussed at some length, In'cause it occupied so 

Unique unique a )>osition in tlu* country during the whole 
**B5ink*or^ of the eighteenth century. It stcured a kind of 

England. mono|K)l>* in 1708, when an Act was passed forbidding 
the establishment of any other banlc consisting of more than six 
jiersons witli privileges similar to those enjoyed by itst*lf. .And this 
peculiar [xisition was retained until 1826 There are, it is tnie, a 
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number of private banks in London, the descendants of the old gold- 
smiths, that of Messrs. Child dating from 1600. But their attention 
was turned towards the de]x>sit system of banking almost exclusively. 
In the country there were private banks, and thest' banks had a 
note issue of their own in their own districts. In addition to 
these, there were notes in circulation issued 1)\’ small tradesmen, 
the amounts often being of a most insignificant character. But 
the disasters which hap|x?ned in the early part of the eighteenth 
(fentury called attention to the various ditliculties concerned with 
these issues, and eventually an Act was passed, that of 1826, which 
placed projx^r restrictions ii|>on such issues, and iKTinitted the 
establishment of joint stock banks. 1 f such banks were established, 
however, there was no note issue jxTmissil)le within the sixty-tive 
mile limit of London, where the Ikink of Kngland held its own, and 
the Bank also was a com|H*fitor in the countrv districts, branches 
l)eing established in certain large ct‘nties. 

Country joint-stoc^k banks were, then-tore, tin- first to be estab- 
lished. But a claust* in the Hank C harter Act, IHik'l, permitted their 
establishment in London, provided tlu‘y had not a 
note issue. And this o|>|)ortnnity was eagerly st*ized. 
Every bank which originally consisted of mon* than 
six memlxTS was calletl a joint stock bank, and was lounded on 
the principle of unlimited liability. The oldest of tliis class in 
London are the London and Westminster, found*-d in 18,'M, tJ)e 
I.ondon Joint Stock, 18II6, the Cnion, 18Ji9, and the London and 
County, also in 1889. The first named of these banks had the 
advantage of the services of Mr. James (iilbarl, one of the greatest 
bankers of the last century. But owing to the restrictions of the 
Comj)anies Act, 1862, which prohibited the establishment of any 
banking comjjany, unle.ss registered under the Act, or formed in 
pursuance of some special Act, or of letters pat<*nt, consisting 
of more than ten jx-rsons, and also the provisions of tlie (‘ompanies 
Act, 1879, the majority of joint stock banks have now l>ecome 
registered, and the principle of limited liability applies to them 
as to joint stock companies. It must be rememNrred, however, that 
the limitation of liability of a joint slock bank does not extend to 
the note issue of such a bank provided it is a bank of issue. 

The general i^olicy and line of business of a joint-stock bank is 
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shown hy reference to a prospectus issued by a London bank which 
way^tablished in 1834 : 

V^neral Terms - ('urrent accounts are ojH’ned on the same 

Business. principle as tliose observed by other London bankers ; 
if no l)alance is kept a small commission is cliarf'ed j)ro|)ortionate 
to the amount of tiie l)usiness. 

i)c[>osU Accounts. -Interest is allowid on money })laced on 
deposit at 7 days' notice, wdiether by customers or the public 
generally, and receipts are given for the sums so deposited. 

Strong rooms an‘ provided for the securily of (hvds and other 
j)ro|)erlv lodged by tlie ruslonuTS of the banks. 

The ag(*ncy of country and foreign banks, whether joint stock 
or private, is undertaken. 

('ircular notes and letters ol credit are issued for all parts of 
the ( ontim'iit and elsewhere. 

Purchases and sales are tTfected in all the Jhitish and foreign 
stocks and se('urities. Dividends on slocks and shares, the half 
pay of otlicers, pensions, aunuitit‘s, etc., are n^ceived fta* customers 
without charge. 

Some of the banks offered a small amount of interest on the 
minimum balance, but this was subse(|uen11y abandom*d becaust‘ 

Interest of V e.\|H*rienced in liuiding surplus lunds. 

Current It will be noticed that if no balance is kept on current 

Account. account, a small commission is charged for the advan- 
tages s)! having a banking account. This has been very useful to 
the small tradei who finds it dithcult to keej> a permanent balance. 

The system of dept^sits was the means of increasing tlu* business 
of joint stock banks, since the private bankers only acceptt‘d dejH)- 
sits from their own customers. In order to make a 

Sy^tu pJDfit on such deposits it is usual to allow U |H‘r 
ct*nt. interest below the otlicial rate of the Hank of 
England. W hen, however, that rate is very low, the banks allow 1 
j>c*r cent, below the othcial minimum. It is essc*ntial that de})Osits 
should l>e lent at a profit, consi*quently it is found how this is 
effected by an examination of a balance sheet. 

A certain |K)rtion of the assists are invested in interest-bearing 
securities easily realisable. This is advimtageous iH'Ciiuse they can 
be readily sold in order to provide for any sudden demand made 
on the j'art of the de]H>sitors. There is, however, about 50 j)er cent. 



BANKS AND BANKING DEVELOPMENT 


107 


of the liabilities locked up in loans and advances wlucli cannot 
be realised so quickly as investments. This portion includes bills 
discounted — and these are a favourite form of investing inonev - 
because^ they are payable at short dales, varying from two to si\ 
months. The remainder of the assets are not so easily recalK'd. 
but the |)olicy of a bank is always to havt* loans at short dates. 

It is noticed that, in accordance with the terms of the prosjHrtus, 
^nd in consideration of a customer keeping a balance on his current 
account, or }>aying a commission, certain privileges 
are granted to him. In llu‘ first place, he is able to 
draw cheques in order to |>ay his dt‘bts or to discharge 
his liabilities. He can also leave boxes containing valuabh*s lor 
safe custody. Wht n securities are purchasid the bank uiulei takes 
the charge of the same. It tJiey are stciinties paNahh* to bearer 
with cou|K)ns attached, they art* collected at rnatiiritv. Dividends 
on various stocks can Ik* received by means of the customt*! signing 
an ordtrr in iavoiir of tlu* bank. The (aistomer t an pmehase and 
si*ll stoi'ks and shares through tlu* bank, and tlu* bank undertakes 
to st‘e the transactions juojHTly execiitt cl and either to deliver or to 
nceive the slot k and shares and to makt* the netcNsaiA pavnu iits. 
A bank often undt'rtakt‘S to make* )H‘ritxlica) payint iits on behall ol 
customers, such as the payment ot premiums on lile and lire insur- 
ance |>olicies, or the payment of club subscriptions and other similar 
transactions. 


A customer can also Uxlge monev to his en tlit at any ol the 
branches of his bank. 'I'his is clone by means of transh rs at the 
Modern '* f^vceiitly there has been a great develo|»- 

Bainking ment in the transfer of capital from one bank to 

Facilities. another, which will no doiihf t<*nd to diminish further 

the list* of coin and bank notes. S'Vtral hanks have agreed to 
accept credits of other hanks for transmission to the head ofhee. 
Thus, hank A receives a sum of £10 from a customer of bank (.‘ 
for his credit. The bank A sends an order for |>a\inent of £10 
to its head office, and the same is delivered to hank (', whicli receives 
the amount thiough thr Tlearing House. If )>ossihle, ev<*ry 
transaction of this kind is effected through the head office ; thus, if 
branch A of bank X receives a credit for branch <' at th<* head 
office, the practice is to deliit A and credit C. 
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'i lie agency of country and foreign banks is undertaken, and tlys 
forms an im|)ortant part of the work of a London bank. In con- 
sideration of a commission and a certain balance on current account, 
a London bank undertakes all the business connected with the 
agency of a country bank. The work is considerable because Lon- 
don is the financial centre of the world. All i)ayments on account 
of transactions with other banking institutions are effected by send- 
ing payment sli])s to the iigent which are delivered to the various 
banks, and then j)ayment is received through the Clearing House. 

The various payments undertaken on Ix^half of country corre- 
spondents efh‘ct a consideralile saving in the use of gold and bank 
notes. When the business of the Clearing House is considered 
in a later chapter, it will lu* s(*en that all thesi^ j)aynients are made 
through that institution and that th(‘ whoh* work is done without 
th(‘ usi' ot any iuoik'V at all. 

With regard to the issue of letters of credit and circular notes, 
thes<- lorm an iin|H)rtanf medium for the payment of debts abroad. 

A letter of credit is in the following form : 

^ letter of credit will be presi*nted to you by 
Mr. Jolui Lvans, and we re(|uest you will hold at 
his ilisposal the sum ol one hundred pounds and pay him in such 
sums as he requires. 

Please to indorse hereon any advances madi‘ to liiiii and to draw 
upon us at sight, which will be duly honoured. 

Wt* remain, 

Your obedient servants, 


Manager. 

„ .. Secretary.” 


The bank forwaids to their correspondent abroad a letter of 
advice in the following form : 

The Bank, Koi en. 

I beg to advise having this day issued a letter of credit on you 
in favour of Mr. John Evans, No. 60, for one hundred |K)unds 
sterling (iltX)) to which I request your kind attention. 

Yours truly. 


Manager." 
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The foreign bank draws uj)on the London bank for tiu* above 
sftm, and is able to make a profit on the transaction by sidling tiie 
draft, as there is always a demand for bills and drafts on England. 

It should here noticed that on various accounts, esjvcially 
the want of certainty, a letter of credit is not a negotiable instru- 
ment, and therefore payment can only be legally demanded by tlie 
jx*rson who is named in it. 

Circular notes take the place of bank notes abroad, and, as French 
ift the language universally known and usi‘d in commercial trans- 
Circular actions on the Continent, they are printed in b'rench. 

Notes. xhe following is the gent'ral form of a circular note : 

“ Bank. 

Xo.— 

Ix?ttre de (Vedit ('irculaire pour £I0 sterling. 

LoncIri‘S, le 19 - 

A Messieurs l(‘s Banquiers 

Designes dans nos let t res d’iiKlicalion. 

Messieurs, — 

Cette lettre vous si.‘ra presentee par M. , de , dont 

vous trouverez la signature dans notn* lettre d’indication susdite. 
Je vous ])rie de vouloir bien lui compter sans frais quelconques 
la valeur de dix livres sterling an coins di* changes a usance sur 
Londres contre sa traite ci-jointe sui cette banqiie. 

J’ai riionneiii il’etre, MessiiMirs. 

Votre tres obeissant serviteiir, 

, (a'lant, 

, Secietaire.” 

On the other side of the note is found the following : 

“ - Bank. 

£’10. Londres. le 19 

A sept jours de vue prefixe f»aye/ a I’ordre de M. dix livres 
sterling valeur revue. 

A " 

A circular note is always accompanied by a letter of intiorluction 
as follows : 

" Lonilres, le 19 

Messieurs, 

Le porteur de cette lettre, M. , jx)ur lequel nous 
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rdclamons votre attention est muni de nos billets de change 
circulaires pour son voyage. Nous vous prions de lui en fournir*la 
valour su son double acquit au cours de change a usance sur notre 
place et sans deductions de frais. 

Si la ville ou il en touchcra le montant n’a pas de change direct 
sur Londres, vous voudrez bicn en combiner un avec la place 
cambiste la j)lus voisinc. 

Votis obs'Tver(‘Z quo tout agio sur especes d'or ou d’argent «t 
tons frais oxtraordinairos dans le cas d’un remboursement indirect 
doivent etre supi)ortes j>ar le porteur et no jKUivent etre a notre 
charge. 

Cette lc‘ttre, <l(‘vant accompagner nos l)illets circulaires, doit roster 
dans les mains <!(* son jwteur jusqu’d son cpuis(‘mont. 

Nous avons riioiin ‘ur d’etre, Messieurs, 

V’os tres humbles et ti es obnssants serviteurs 

, Gerant. 

^ Secretaire." 

In the same way as with circular letters of credit, the foreign 
correspondent in casliiug sucli notes makes a protit according to 
the rate of the excliange upon London. When these' documents 
are issued the customer’s account is debited and the amount is 
transferred to the ciiculai letter of credit and notes account. The 
result of this transaction is that there is a large balance upon which 
no interest is pai<l. 

( I Among the minor profits of a bank are thost* obtained by the 
purchast* and sale of securities, and the issue and the [^avment of 
telegrapliic transfers. I’pon tht'se latter a percentage of one-eighth 
is charged for remitting amounts by cable. 

riu* dt'velopment of banking during the nineteenth century is 
argely due to the joint st(Hk banks. WIh'u they were allowed to 
Influence of themst'lves, first in the country, in 1826, and 

Joint Stock aftt'iAvanls in London, in 183iL they were subjected 
to many restrictions, partly owing to the jealousy of 
the Hank of KnglancL and partly to the op)x>sitton they had to meet 
from private banks. Their limitation as to the issue of bank notes 
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has been noticed more than once, and to conijK*nsiUe for this 
limitation, and the consequent restriction of their credit dealings, 
they were comjx?lled to turn to other branches of business. The 
development of the de|X)sit system and of payments made by cheques 
is largely the outcome of their work, and they have conse(piently 
conferred an inestimable lx)on ujion the general public. 


One of the most striking matters in connection with joint stock 
lianks has been their absorption of smaller banks and tiu* con- 
•sequent expansion of tlieir own business. Hy means of absorption 
and amalgamation it is estimated that the number of banks has 
been reduced by about one-half during the last (juart(*r of a century, 
and there is a likelihood tliat the reduction will Ik* still greater in 
the immediate future. This reduction has been accomj)anii‘d by the 
increase' of branch banks in an inverse ratio, and although, tlierefore, 
banking companit'S have decreased in number, banking facilities 
have increase'd enormously. The jiossc'ssion of a larg<‘ ca|)ital, 
owing to combination, has pTmitted of greater and greati'i develop- 
ments, and many of the joint stock banks are now in a commanding 
position which it s<‘emed im|)Ossible for tlu'ni to attain when they 
were first established. The majority of the privatt' banks must, in 
the natural course of things, cease to exist in course of tiin(‘, as they 
an* not likely to possess the resources of the joint stock banks 
which will enable them to compi-te with all the iiKKlern metluKls 
of banking introduced by the latter. 


Efficiency. 


There can be no doubt that this t*xpansion has led to im reasi'd 
efficiency, and at th<‘ same* time there is a grc'at .saving in 
management. Sej)arate banks intran .so many .s<‘j»a- 
rate and distinct masses of capital. A joint stock 
d»ank with many branches can transfer its capital from place* to 
y)lace, and use* it to the best profit wherever if sees that it is advan- 
tageous to do so. It is not, th<*refore, e ntireK de|K iulent upon lexal 
circtimstances. For e xample, it is jiossible to advance loans u]»on 
terms in om* part of the country which are not obtainable* in anejther. 
ra]>ital will flow at once to those place*s when* it can l»e most jeroftt- 
ably employed, and so a bank with man>' branches can maintain 
a higher rate* of ]>rofit than one which is confine-d to a narrow 
sphere. There is an advantiige in having a London connection 
for many purposes. And if a joint stock bank lots a chief office 
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there, much of the inconvenience and expense of agency work is 
saved. , 

Banking in Scotland has been eminently successful, in fact no 
other people possess so many facilities for banking as the Scotch. 

The Bank of Scotland was established in 1695, 
establishment of the Bank 
of England, by an Englishman named Holland. Its 
initial capital was but ;fl00,000. But it was after the Union in 
1707 that the real banking of Scotland commenced. The RoyaJ 
Bank of Scotland was founded in 1727, and other similar institutions 
followed in due course. 

Thert‘ an* two features of Scotch banking which are j)eculiar to 
that coiintry, viz., the issue of one pound notes and the cash credit 
system. The issue of the former has been very useful 
because a less amount of coin is required as a cir- 
culating m(‘dium, and there is a pnderence in Scotland 
for holding such notes instead of coin. If a bank has j)ower to 
issue a larg(’ number of such notes, it is clear that a considerable 
profit can bc' made out of the capital which they represent. Some 
idea may be formed as to the pojnilarity of the one jxnind notes 
when it is se<‘n tliat their total amounts to about 66 |kt cent, 
of th(' total issue, riu* averagt* value in circulation is al)oiit 

The issue (»f bank notes in Scotland was regulated by an Act 
passed in I84S, the lines of which wen* somewhat similar to thost' of 
the Bank ( barter Act of 1844. All existing banks which issued 
notes at that date liad reserved to them the right of issue for the 
future. This restriction prevenletl, to a certain extent, the creation 
of any n<'W banks in Scotland. There was, however, no privileged 
bank. TIu' amount of issue without the security of a reser\T of 
gold was fixed at /.8,087.'J(tf), and (he pro|>ortionate issue of each 
bank was det<‘rmined by a pnn'e.ss set out in th<’ .Act. Beyond 
this sum a reserve of gold must be held to me*‘t tlu‘ issue. Owing 
to the reduction in the number of banks by reason of amalgamations 
and failures, tht‘ authorised issue, without a res<Tve of gold to meet 
it. has luH'n reduced to /2,(^76.35(), Jt is not to lx* forgotten that 
Bank of England notes are not a legal tender in Scotland. 

With regard to the cash credit system the Royal Bank has the 
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distinction of having originated the same, and the first account of this 
, kind was opened in 1728, the year after the establish- 

ment of that bank. I'he system itself is weJI explained 
by the report of the Lords’ Committee in 1826. The 
report states, “ This system has had the best effects iii)on the 
middling and poorer classes of society in producing and encouraging 
habits of frugality and industry. Any |)erson who applies to a 
bank for a cash credit is called upon to j)roduc(‘ two or more corn- 
latent sureties who are jointly bound, and after a full iiKpiiry 
into the character of the applicant, the nature of his business, and 
the sufficiency of his sureties, he is allowed to oinm a cr(‘dit and 
to draw upon the bank for the whole of its amount or for such part 
as his daily transactions may require. To th(‘ credit of this account 
he pays in such sums as he may not have occasion to usc‘, and 
interest is charged or credited uj>on the daily ]>alance as the cas<‘ 
may bo. From the facility wdiich these casli credits give to all 
the small transactions of the country, and from the oj)iK>rtunilies 
which they afford to {X'rsons who begin business with littl(‘ or no 
capital but their character to employ profitably the minut(‘st pro- 
ducts of their industry, it cannot bi* doubted that the most im|)ortant 
advantages are derived to the w'hoh* community. Th(» adNantages 
to the banks who give th(*se cash credits arise from the call wliicli 
they continually produce for the issue of th(*ir pa|K*r anrl from 
the opjx)rtunity which they afford for the profitable <*mplo\inenf 
of part of their dejx>sits. The banks are, ind(‘ed, so semsibk*, that 
in order to make this part of th(‘ir business advantageoiis and 
secure, it is necessary that their cash credits (as they express it) 
l)e frequently o|x*rated uj>on, and that they n'fiis<* to continue th<*in 
unless this implied condition lx? fulfilled.” 

The cash credit system has had grc*at advantages since it has 
allowed the Scotch banks to make fidl employment of their great 
resources. Branch establishments liave Ix-en set up in all direc- 
tions, and the de|xjsit system has Uim in «*xistenc'e from an e^arly 
date. Interest on such deposits has always Ix'en allowed, and to 
this fact may lx? attributed the comparatively small numfxT of 
savings banks in the country. 

Another im]K)rtant feature is the great numlxrr of shareholders 
in Scotch banks, w’hich shows how' clostdy the prosjx rity of the 
country is bound up with its banking institutions. 
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The followin/::? an* the principal banks which are now in existence 


in Scotkand, together with their paid-up capital 

— • 

Capital. 

Hank of Scotland. . 

.. ;£1,325.000 

British Linen To. . . 

1,250,000 

Clydesdale . . 

1,000,000 

Commercial Ikink.. 

1,000,000 

National Hank of Scotland 

1,000,000 

North of Sf'otlaml and Town and County Hank 

652,dh0 

Koyal Hank of Scotland.. 

2,000,000 

Union Hank of Sf'othmd.. 

1,000,000 


'Hu* total (lc|H)sits are about ^13(),(KK),(H)0. 

The most im|>ortant feature in the early liistory of Irish banking 
was the injurious effe<'t caused by an excess in the circulation ol 
paper money. The foundation of the Hank of Ireland 

Banldng privilef^es similar to thost^ of th(* Hank 

of hji|;'land, was, however, the c()mmencem(*nt of a 
lu'w era in tin* banking:; history of that country. Hy the Act which 
established the Hank of Ireland no other banks could be formed 
consisting of UK»re than six ])artners. This restriction was not 
considered to be of umiualitied benelit, for it was stated by Sir Henry 
Parnell that “ if llu' trade of banking had been left as free in Ireland 
as in Scotland, tlu* want ol paper money that would have arisi'n 
with the progress (d trade wtnild in all ]>robability have b(?en 
sup|>li<'d b\ joint stock companies, supported with largi* capital and 
governed by wise and ellectuai rules.” Flu' restriction as to the 
formation ol new banks was removed by an Act passed in 1821, 
but it was n ally prohibitive since it enacl»*d that all the partners 
should be residents in Ireland. In 1825 anotlu'r Act was passed 
and tlie format if >n ol joint stock banks was jH'rmitteii provided 
tlu'V were woi set up within fifty miles of Dublin. 

The j>rivilegf' of joint slock banking was accorded to the Hank 
of Ireland on the understanding that its caj^ital should Ik* lent 
to the (lovernment. riu* amount of the capital was £800,000 in 
Irish money, but subsf*fpient loans ^o the (iovernment raised the 
total to £2.850,000 of Irish currency, which was equal to £2,630,769 
4s. 8d. in English monow As alreadx' stated, the monof)oly 
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of the Bank was not taken away until 1825, and the final restrictions 
w?re not removed until twenty years later, but after 1845 no new 
banks were permitted to issue notes. 

The Bank of Ireland is a semi-gcnvrnment institution, though 
its bank notes are not a legal tender (see ]\ 46), and it keejis the 
Government Account. The amount of its capital 
lent to the Government has never l)een rej)ai(l. but 
the rate of interest which was originally 4 ]H*r cent., 
Ifas been reduced to 2j. 


The Act of 1782, which established the Bank, cmacted that no 
person was to subscribe more than ^flO.CKX). If debts w<Te con- 
21 and tracted to an amount greater than tla* capital, the 
George III. projirietors were to b(‘Come |K‘rsonally liable to thc! 

creditors in |)roj)ortion to their contributions. The 
Bank was not |H‘rniitted to borrow or to lend money at a rate of 
interest exceeding 5 j)er cent., nor to engage in any otlu'r business 
than that of banking. The stock was to be transferable and to be 
d<*emed jx'rsonal estati*, so that the txei utors or administrators 
of a decejistnl shareholder became legally entitled to the* stock 
which he had held. 


In 1825 an Act was |)assed assimilating tlu' currency of In^land 
to that of England. Previously to the 5th Januarv, 1826. when the 
Act came into force, the ICnglish shilling was \’alued 
Cu^ency IrelamI, and the JCnglish sovereign at 

£1 Is. 8<I. All receipts, paynunts, contracts, and 
dealings subsequent to the passing of the Act were t(» be made in the 
currency of (ireat Britain. “ C ontracts, debts, etc., made or 
contracted j)n'vious to the commencement of this Act shall be 
carried into effect and satisfied by paxment in British currency 
I 3 of the amount according to Irish currency. 

“ Bankers’ not< s shall Ik* made payable in P»ritish currem v. 

“ No notes payable in Irish currency shall be re-issued after the 
commencement c»f this Act under a |M-nalty of £50 for each ofh nce. 

" Bankers may deliv(*r into the stamp office re-issiiaf>Ie notes 
payable in Irish currency and receive in lieu thenof n<*vv stamps 
to the whole amount of the stamps delivered up if flat(*tl within one 
year previous or three-fourths if within two years, and onf‘-hal( 
if w’ithin three years.” 
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Since tlie passing of the Act of 1845, to which reference has l)een 
made above, the note issue of the Hank of Ireland has been limited 
in th<! same way as that of the Hank of England, and a return of 
the note circulation is jmblished weekly in the same manner as the 
Hank Return in England. 

With the exc(‘])tion of the prohibitive clause's which prevented 
the establishm(!nt of other l)anks, the Hank of Ireland has been of 
great financial si rvicc* to the country. It was mainly instrumental 
in placing the currency on a sound basis, and it has largely assist(M 
tlu‘ (Government when loans and other financial oi)erations have 
had to be effected. Its business has !)een conducted on conserva- 
tive principles, and it has taken no part in modern banking develop- 
ments except in so far as it has been comix'lled to do so by force of 
circumstances. 

Previous to 1825, when tlie IVovincial Hank of Ireland came 
into exist<‘nce under the provisions of 6 (Georgi* I\'., c. 42, the Hank 
of Ireland had no branches outside Dublin, and in Dublin itself 
there were but four private banks. In oth<‘r jxu ts of Ireland there 
were banks at four plac<‘s only, viz., Belfast, ( ork, Wexford, and 
Mallow. 'I'he year 1825, therefore, ina\* be considert'd as the 
Ix'ginning of a lU'w ehapt('r in tla* history of Irish banking, because 
aftei that dati* (»tlu‘r powtrful joint stock banks came into 
existence. 

Between 1825 an<l braiK’h banking ollices were gradually 

established b\ th<’ Brovincial Bank, the Bank of Ireland, the 
Northern, and the Belfast banks to tlu* nuiulHT of about fifty, and 
since then tlu* joint stock banks having resident managers or agents 
in different |>arts ol the country have increast'd greatly and arc 
still Ining adde<! to. In a<ldition to this there has lately Ix'en 
a pKK'ess of amalgamation and ex|»ansion on the part of joint stock 
banks in Ireland similar to that of in England. 

I’oliticai considerations have ha<l much to do with (ho slow 
development of banking in ln*land, and the state of agriculture has 
not iH'on such as to reiiuiie a largt* increase of banking facilities. 
However, in the north r)f In land, the c<*ntre of the lint*n manufac- 
tures and of shipbuilding, there are time imjH>rtanl banking 
institutions, viz., the Northern Hanking Company, the Belfast 
Hanking Company, and the Ulster Hanking Company. 
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The business of banking in Ireland is practically carried on by the 
following nine banks, viz. : 


Bank of Ireland 
Northern Banking Company. . 
Hibernian liank 
Provincial Bank of Ireland . . 
Belfast Banking C'oinpany 
National Hank. . 

Ulster Hanking Company 
Koval Hank of Ireland 
Munster and Leinster Hank . . 


Paid nj) Capital. 
.. C2,769,230 
.. " 500.000 
5(K),(H)0 
540,000 
5(M).(XX) 

.. 1.500.000 

5tK),0(K) 
:XK),(K)0 
2(X),0(K) 


The total amount of deposits in tlu st* banks is ovei / tSO.OOO.tKX), 
and si.\ hiindrt d branches have bet‘n opene d lor the juirposeol pro- 
vidingbanking facilities for the cominunity. 'Fhe husiness of the*s<* 
banks is similar to that of other institutions in Lngland and Scot- 
land, but tlu* banks in tlu* north of Ireland have* greatt^r d<‘inands 
tor capital, consecpiently their advances in pro|)ortion to deposits 
are much larger. It is only natural that the loans re<|uin‘d in 
manufacturing centres are larger than thosr called ha in agiicnltnral 
districts, the nee*ds ol the* latter lu ing e onsiele-iahly less than those* 
of the former. 


There is, however, one distinctive fe ature* ol Irish hanking, and 
that is the system of discounting hills loi small ameamts. similar 
Distinctive carrieel on hy the Hank ol h'rance. Although 

Feature of advances are made in hills and jnomissory notes from 
Irish Banking, ^ j the* loss on such transai tiems is practically 

unknown. It has he*e n stated that in 18fXi one* of the* hanks dis- 
counted 4,000 hills of £2 and upwards, anel that it had not had to 
sue in live cases in as many years. Anothe r hank discounle*d 
iK'tw't^en 4.(XX) and 5,(KX) hills a year, the* loss seistaiiie'd hi ing only 
£30 in ten years. A third hank discounted Iroin 5,(KK) to 0,(XK) 
bills a year, but had never sued for 20 years, or found it necessary 
to seize a man’s goods. In the fourth case the hank discounle*d 
2,000 bills a year, but had never taken hankrtiptcy proc(*(*riings, 
and had had occasion to sue four times only in twe^lvv months. 
No less than 43 branches and 1 1 agencies are o|K*ned one or two 
days a week for the jnirpost* of transacting busini‘ss of this character. 
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The above mentioned facts show that the Irish people are 
trustworthy, and that the business has been profitable to the 
various banking institutions. 


Bank of 
France. 


II-FOREIGN BANKINCi 

'J'he first bank of issue. estal)lished in France was in 1716, the origi- 
nator b(‘ing a Scotchman named John Law. Owing to its ill suc- 
cess after a few years’ trading, and also to the heavy 
losses involved by those who had done business with 
it, banking receiv(*d little encouragement in FTance 
until the entl of th(‘ eighteenth century. The Bank of France was 
then founded in the year 18(K), chiefly through the influence of 
Napoleon, who was then First Consul. It has now ris(*n to such a 
])Osilion that it is second only to the Bank of England in that it 
is a great central institution under the comjflete control of the 
f ioveinmeiit. 1‘he (iovernor of the Bank is an official who is ai>- 
pointed for life, and he is generally a man who has bt‘Id a high j)osition 
in the Cabinet, Then* are also two deputy governors who are 
ap}H)inted in like manner. The general management of the Bank 
is in the hands of a general council, which consists of fifteen regents 
and three censors, who are (‘lected liy the geiuM'al asstunbly of two 
luindred of the largest shareholders. With regard to the regents, 
there must be live ap|)ointe(l from amongst manufacturers, traders, 
and merchants, who an* also shareholdi'is of the Bank. Three 
ap|>oinlnients are given to Receivers (ieneral of taxt*s, who j)Ossibly 
from their jiosition are able to assist the council by their knowledge 
of the financial condition of the manufacturing class. The censors 
apjH‘ar to be sonu‘W'hat of the nature of auditors and suiK*rintend 
the banking o|H'rations. Their work is similar to that of the 
ins|>ectors of English banks. The censors appoint the discount 
cominittiT, which consists of twelve shareholders carrying on busi- 
ness in Paris. The principal duty of the (iovernor is to see that 
the Bank iH'rforms its duty towards the State, and that it assists 
the various indiistri(\s of the country. 

The position of the (lovernment Bank is one of enormous im- 
jwtance, and banking o| H*rat ions ^ are mainly carried out under 
its control. This is in consequence of its large issue 
of l>ank notes, the present amount being about 
£I72,000,0(X). It is the only institution in France which is allowed 


Note Issue. 
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the right of issue, whereas in Great Britain, as it has ht-en shown, 
there are other banks besides the Bank of Kngland which are tx'i - 
mitted to issue bank notes under certain conditions. Phe gold 
reserve of France also is under the control of tlu* Bank of b'ranee, 
and promj^t steps are taken to retain a certain amount of s|H cie 
in the country whenever there is likely to In* a drain inatle upon it. 
The Bank can prevent an exjUirt ol bullion since it can redeem 
notes and i>ay debts in silver. 

•An im])ortant feature in the business of the Bank is the large 
number of bills discounttxl, and this is carried out to such an exte nt 
that bills of amounts as small as 4s. lid. aie taken, 
^**Bills^ and loans of /!() are allowi'd. I'hc* immbc i of small 
trade bills circulating in Paris in tlu* year 187b 
amounted to /3,2()4,159. 

In recc'iit years th<‘re has bc‘en a great dc vc'lopment of banking 
facilities by the opening of branc hes, although some* ol these* have* 
been carried on at a loss. The dt‘posits an* not large*, but as tin* 
Bank is allowed to issue £232.0(X),(K)0 of notes, trade rs e*x}>erience 
no difficulty in o])taining accommodation. 

As the French pre fer to make use* of notes rather than of e'oin, 
s|H*rie U) a large amount is ac'cumulatc'd in the* vaults ol the* P»ank 
(if France against the* note* issue. 'I'he* ]>re*sent amount is 
(iold i93.372,(KX). 

Silver £44,(KKMKK). 

This large reser\’e is reall\' necessary when the enormous note 
circulation is consieJered, but at the .s;ime* time* the withdrawal of 
gold from France does not alfect the rate* ol disc ount in the same 
manner as it does in the case* at the Bank ol Fngland. 

The Bank of France makes a charge lor the* safe c'ustcMl\' of 
securities, and in this r(*spect its )>ra( tice is diffe-rent fioni that of 
English banks. The following charges are made in 
France, the? minimum being 2^ centimes. 

When the value does not exc(*ed 29 fcs. Ork*. jM r fc. 
„ „ exceeds 20 fcs. and does 

not exceed 500 fcs. 'OSc. „ 

„ „ 500 — l,0fK) fcs. -Ole. 

„ „ 1,000 --2,fX)0 fc:s. 015c. 

When securities have? l)een dcfKjsited the charges for thc*ir safe 
custody are payable in advance in January and July. 
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Besides the Bank of France there are four large joint stock bajiks 
in existence, viz. : — 

Capital and Other Liabilities. 

Reserve. Deposits, etc. 

Comptoir National d’Escompte de 

Paris £6,000,000 £21,000,000 

Credit Lyonnais .. £10,400,000 £46,000,000 

Gdnerale pour favorist»r le 

('omincrce . . £2,950,000 £22,000,000 

Soci^t6 Gendrale de Credit Industriel 

et Commercial . . £880,000 £4,690,000 

In the country there are many banks with branches which carry 
on a business similar to that of English country banks. There 
can be no doubt tliat thes<i banks have been and are eminently 
useful for the pur|>ose of developing the agricultural and manu- 
facturing busiiu'ss of the country. Tht* English system of drawing 
cheques against the balance on current account is not utilised to 
any great extent. The large circulation of notes no doubt takes 
the place of cheques to a considerable extent. 


The llrst bank established in (Germany was at Hamburg in 1619, 
anil it was nuKlelled ui>on the celebratetl Bank of Amsterdam. But 
the most important of all the banks is the Reichs- 
£nidng. or lmi)erial Hank, which is more like the Bank 

ol France than the Hank of England. It is entirely 
under the control of the Ciovernment, since the directors are apj>oin- 
led by the ( liancellor of the Empire. Hy an Act passed in 1875, 
it was allowt'd to issiu* notes to the value of £12,500,000 without 
a s)H‘cie reserve, and this issue has been increased by subsequent Acts 
to £2il,64 1 ,450. Against this issue, treasury notes, which the 
Im^KTial (lovernment is Umnd to pay in siK‘cie, notes of other 
banking institutions, and discounted bills maturing w'ithin three 
months after lH*ing received (with not less than tw'o good indorse- 
ments), are allowvd to Ik* held against the alnn’e mentioned amount. 
One-third of the notes in circulation must Ik* covered by the current 
coin of the realm, treasury notes, or gold in bullion or foreign coin. 
The Reichsbank is bound to redeem its notes in current German 
money, which may l)e either in gofcl coin or silver thalers, or gold 
coin at the rate of 1,892 marks to a |)Ound tine of gold. 


The note circulation on the 15th Octol)er, 1904, w*as £69,700,000, 
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and the gold held in reserve, £41, 980, 000. Loans and advances 
amounted to £3,800,000, and bills discounted were £44,300,000. 

The bank is allowed to issue notes alx)ve tlie amount authorised 
by law in consideration of a payment of 5 jht cent, to the State of 
the excess amount issued. There is some doubt as to wliether this 
privilege is advantageous, since it may encourage spi*culation either 
on the part of the bank or its customers. This rigid to issue beyond 
the authorised limit is known as the “ elastic clause ” of the (lerman 
Bknk Act. The Keichsbank was allowed to increase its capital, in 
1899, from £6,000,000 to £9,000,000 and £1,500,000 has been added 
to the original amount. The reserve? fund was to be increas(‘d 
gradually Irom £1,500,000 to £3,000,000. 

As regards the management of the* gr(‘at institution, the Council 
of Administration is appointed by the (ioxernnunt, tiu* President 
being the Chancellor of the Kmpirc* tor the tim<* bring, and there 
are four paid colleagues. One of them is named by the Kni}HTor, 
and the other three are apj)C»int(*d by tli(‘ h‘rd<‘ral t'onncil. This 
( ouncil meets once every quarter, and n*crives a ivport as to the 
general condition of the bank, 'riirre is also a gt'iuTal statement 
of accounts brought i)elore it. 'Fla* lm|H*rial ( hancellor acts alone 
in some res|H*cts, since he flirects the whoh* administration under 
the rules of the Hank Act, publishes the directions for the Hank 
Directory, and also the rules and instructions for the ollicials of 
the Hank. 

The Im|>erial Hank Directory is tin* oliicial aiilhorit\ under which 
the Hank is carried on. It consists of a President aiul a certain 
number of memlx is, and its derisions are arrived at by a majority 
of the members present. It is subject to the directions of the 
Chancellor of tlie Lmpire on all que.stions of arlministralion. J’he 
President and th<‘ members of the Hank Dinctorv are ap|K)infed 
for lif(‘ by the Kmin ror according to tin* recomme ndations of the 
Federal ('ouncil. 

The shareholders are re|»res<mted by a central committc*e of fiftc'i n 
meml>ers, chostm from among their own IkkIv. To this coinrnitfc'e 
the weekly rejx>rts as to the discount of bills anrl loans, note circula- 
tion, cash in hand, the dejKjsit, purchase*, and sale of gold, bills, 
and securities, and the distribution of funds to the branch offices 
are regularly submitterl. The committee may express its opinions 
on certain details connected with the administration of the l)ank. 
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Somo ifii’ri of Ibis important institution can l)e formed when a 
comparison is made l)etw(‘en it and the Hank of England. 



Hank of h3nglantl. 

Bank of (iermany. 

Note issue' . . . 

/53,:i42,0()0 

£69,796,000 

(ash 

:i4, 892.000 

41,983,000 

De'jxisits 

48,000.(K)0 

24,988,000 

Although the' note 

issue' of the Hank of (ie rmany is considerably 


Iarg< r, the deposits ;ire only fifty ])er cent, of those of the Hank of 
ICngland. ( iirrent accounts are, however, increasing in (iermany. 
A charge is made for securities deposited for safe custody. 

Th(‘ other note-issuing lianks in fjermany are obliged to assist 
t!i(‘ Reiclisbank in proterting the gold reserve' by me'ansof raising 
the' rale* of dise'ount. I lu‘ official rate of the Reiclisbank is to lie 
bineling on the- othei luniks afte'r the rate- has re'ache'd or exweds 
4 pe r cent. At otlu'i time s the' banks are' not allowed to discount 
bills at a less late than ene'r oiie-fourlh |H'i cent, be'low the official 
rate of the' Re ie^hsbank, but if that institution eliscounts at a lower 
rate than the official minimum, not more than one-eighth |)er 
ce'iit. below that rate, li this is done* the* Reiclisbank is Ixiund to 
publish the' fact in the (lazcltc. This provision aj»plie‘S to the 
following institutions: - 





('apital. 

Hank ( 

ot Hrunswick 

V525,000 

Hank 

e)l 

iMankleirt 



Hank 

of 

Saxemv 

1,.S(K),(XX) 

Hank 

of 

Havaria 

1.875,000 

Hank 

of 

Wurte-mberg 

9(K),(KX) 

Hank 

of 

Haelen 

450,000 

Hank 

of South (le rmaiiv 

500, (XX) 


This last nanu'd bank has re'ci'iitly Ihh’u take'ii ove'i bv the Hank fiir 
Manelel unel luelustrie* Darmstadt, aiiel all its note's must Ixi 
prcse'iiteel lor }>aynu'nt before the* eiiel e)t HK)5. 

The Hank ol Frankfort has abaneloiie'el its right of issuing notes. 
The remaining six banks have at pri'scnt an issue of 541.600,000 
marks. 

In (h'rmany there' are about 140 brinks carrying on business with 
a total capital of /15,000.(KX), including the Reiclisbank. Although 
the ca])ital is largo, yet the de|x>sits of tlu'se institutions are really 
small in com]>arison wnth those of English banks. 
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Throughout the German Empire the system ol Ininking <liflers 
consideral)ly from the English system, since llien' is a large note 
issue for the puri>ose of hanking facilities. Loans giantc'cl are not 
easily realisable, Ix'cause the' caj^ital is niostl\' advanced to large 
industrial undertakings, not only in (iermany. hut in other 
|)arts of the world. England has known the difticulty and the 
danger arising from hanks investing too much capital in 
industrial enterprises. The great aim of hanking is to advance 
4oans for short iHTicwls only, and upon sec urities which are c'asilv 
realisable. There' is, of course, always a temptation to sernre a 
higher rate of interest than that which is recei\'ed on first 
class securitic's, or on hills disc'ouiitc'd for a shoit ju ricKl. 

An e.xcellent fc'aturc' in (icTinan hanking must not he passed over 
without notice, viz., the mc'thod by which money can l»e leinitted 
from one branch of the Keichshank to another. I lms money can 
he sc'iit from any of the 4t)() linincdic's without cost eithei to the 
sc'ncler or to the nreiver. Any rustomei wlio has an account with 
the' hank can have moiu'y rc*mit|c*d to him, and in this manner a 
debtor can remit the amouni owing to tln' account of his creditor 
without any charge or risk in transmission. This has hec*n a vc'iy 
useful method of settling debts, and it has incioased the husinc*ss 
of the’ Hank to a considerable c'xtcuit. 

Change's are taking place* in (ic‘rman\ with n*gard to hanking 
as e lsew here*. Itills for small amounts are heroining more common, 
and curre'nt accounts similar to those* ol English h.mks st ein to he 
incre-asing. There* is also a sc'iie s of amalgamations going on which 
will eventually place the* organisation of capital unde*r the control 
of larger hanking institutions than in the* jiast. 

Another imj>ortant hanking institution in (iernianv to which 
re*fe*rence must Ik* made* is the* Sechandlung, or Prussian State- 
Hank. This institution has large de*jKMls, and, when it lends 
free*ly, tends to re*lieve the pre*s,sure of the* Moiu v Maike t. For 
e*xample, the (ierrnan official rate* of diseoiint was S jh i cent, in 
GctofH'r, 1904, hut the* Sf'chandlung was le nding to the* end ol the 
month at 3^ jht cent., and to December 2f)th at 4 }H*r ce nt 'I’his 
institution undt'rtakes large financial o|K*rations, either on account 
of the tierman Colonies, or of other large* industrial unde rtakings. 
The? recent issue of the Haghdad Railway Obligations of the Turkish 
Empire, amounting to £2,000,000, which is Ix-ing managed by the 
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Sechandlung, is an illustration of the importance of this institution 
in the Money Market. 

The great feature in the United States banking is the National 
Bank system, which is strictly regulated by the Government. 

Application to form a bank has to be made to the 
Comptroller of the Currency at Washington, and the 
necessary form must be signed by five persons who 
intend to become shareholders. This form must bear the indorse- 
ment of a Unitt*d States Senator, Judge, or other prominent official.* 
The capital required is as follows : — 

Minimum 

capital. 

In towns with a |)opulation of not more than 3,000 . . $25,000 

„ M ,, M „ 0,000 .. 50,000 

„ „ „ „ „ 50,000 . . 100,000 

,, „ „ over 50.000 . . 200,000 

Fifty |H'r cent, of the capital must 1 k' ]>ai(l in cjish before the 
!>ank can commence' business, and the remainder must lx* paid 
within a sixcified time. The next step is to de]X)sit bonds with 
the Treasurer ot the United States bonds, ecpial to at leiist one-fourth 
of the capital of the bank. By the Act of 19tK) an issue of two 
|HT cent. Consols was made for the puqx)se of assisting the formation 
ol such banks, and the Act containetl features which made the is.sue 
of bank notes more profitable. ICvery National bank may issue 
notes to the amount ot its paid-up capital, as already stated. 

In 1900 there were 3,004 National banks, the total assets Ixing 
$4,674,910,713. Of this amount $2,481,000,000 was represented 


by loans and discounts. 

S|Hvie $:k39,000,000 

U.S. bonds for circulation 236,000,000 

Stocks and stTurities ^<30,000 

Legal tender notes 122,000 

Lidhilities. 

Capital paid up $613,000,000 

Circulating notes 204,000,000 

Individual deix)sits 2.481,000,000 

U.S. deposits 103,000.000 


Surplus and undivided de|)osits. . 363,000,000 
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In 1903 there were 5,042 National Banks with a ca])ital of 
1753,000,000 and total lial^ilities of $6,3 10, 000, (KX). 

The National banks are required to retain a certain jHirtion of their 
funds in order to form a reserve fund, viz., from 15 to 25 jkt cent., 
which is made u]) of cash in hand, the 5 }ht cent, fund (ie{)osited 
with the Treasury of the llnited Stales to redtvni tlu‘ circulating 
notes, and, with certain limitations and exceptions, bank credits 

with regularly designated rest^rve agents 

• 

The cash in hand may consist of 
Gold coin ; 

Silver „ 

Minor „ 

Gold certificates ; 

Silver „ 

Clearing House certificates ; 

United States notes ; 

Treasury „ 

Clearing house certificates represent gold dejHisited in a vault 
belonging to any (bearing House. A rese rve ag(*nt is another bank 
which has lieen apj)ointed by the Comptroller of the Currency to 
hold cash on behalf of another bank. With regaid to thi‘ reserve 
fund the banks are classified into three groups, vi/., central reserve 
banks, reserve banks, and country banks. 

The first-named must keep a reserve of 25 |H*r cent, of tlu-ir net 
dejiosits, and the second must also have a reserve tA 25 jjei cent., but 
they have the jirivilege of de{K>siting oiu* half ol this 25 jhm cent. 
W’ith a bank in a central restive city, which has a ]K>pulation of at 
least 200,000. Country lianks need only maintain a resi-rve of 
15 j)cr cent, of their n«*t dej)osits, and of this amount it is not neces- 
sary that more than two-fifths should lx* kept in their own vaults. 
The remainder may l>e j>laced in a res»*rve city which lias a {HipuJa- 
tion of 25,000 or a central restive city. Smie idea can Ih" forin**d 
of the methods of American banking if an examination is made of 
the assets and liabilities of the National Hanks, which may consist 
of the following items 

Resources. Liabilitif.s. 

Loans and discounts. Capital stock paid in. 

Overdrafts. Suq>lus fund. 
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U.S. bonds to secure circula- 
tion. 

U.S. bonds to secure U.S. 
deposits. 

Otlier bonds to secure U.S. 
deposits. 

U.S. bonds in band. 

Premium in U.S. bonds. 

Bonds, securities, etc. 

Banking liouse. 

Furniture and fixtures. 

Other real estate owned. 

♦Due from National banks. 

♦Due from Slate banks and 
banker’s. 

Due from approved reserve 
agents. 

Internal Revenue stam[)s. 

♦ChcHpies and other cash items. 

♦Exchange for ( learing House. 

♦Bills of other National banks. 

Fractional <’urrenoy : nickels 
and cents. 

Specie. 

Legal tendt*r notes. 

Five per cent. Kedt mption 
Fund. 

♦Due from U.S. Treasurer. 

U.S. Ixind account. 


Undivided profits less expenses 
and taxes. 

National bank-notes outstand- 
ing. 

♦Due to other National banks. 
♦Due to State banks and bank- 
ing. 

♦Due to State banks and bankers. 
♦Due to trust companies and 
savings banks. 

♦Due to approved reserve agents 
♦Dividends unj>aid. 

♦Individual deposits. 

♦U.S. de|H»sits. 

♦Dejiosits of U.S. disbursing 
otiicers. 

Bonds borrowed. 

Notes and bills re-discounted 
Bills payable. 

♦Demand certifn ates of de])osit. 
Tax reserve. 

♦Special de|K)sits. 

♦('ertitied cheques. 

♦('ashier’s cheques outstanding. 
U.S. bond account. 

Liabilities other than those 
above. 


In order to arrive at the not de|>osits it is necessary to take out all 
the items marked with an asterisk on both sides ot the account, and 
the balance represents the amount ujxm which a fixed |HTcentage 
must l>e kept as reserve. The Comptroller of the Currency requires 
from each National bank at least five re|K>rts during the year ; he 
can ask for the same at any time, and also for a sinrial rej^rt, if 
lie considers it necessary. This is somewhat similar to the re|K)rts 
which a branch manager has to submit to the directors of an 
English joint-stock bank. 
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State Banks. 


State hanks were estahlishecl even before Ilu‘ first United States 
l??mk was chartered, and increased in number tlirouf^diout the 
^ , different States with no imiforniilv of system, but, in 

SUtc Bank. . . , i i 

course of time, as lianking become l)etter uiulerstood, 

tliere was a great improvement in method. The Hank of Massa- 
chusetts, chartered in 1784, was the earliest of such institutions, 
and most of them were formed for tlu* jnii |>ose of issuing notes wliich 
were not properly protected by siH‘cie. Whim the National banks 
«ime into existence thest* State banks began to withdraw their 
circulating notes, a national law having betui }>assed making the 
notes subject to a prohibitive tax of 10 p(‘r cent, on the avtuage 
annual circulation 

J'he laws relating to such banks are somewhat similar throughout 

the diffi‘rent States, h'oi i xample. in New 'N'ork a Stalt* Su|»erin- 

„ _ tendeni of Hanks is api>oiiiti‘d bv tin* (loveinor for 

State Banks. , , , 

a term of three vears. I liis olhcial exercist*s a control 

over the banks, including the savings banks and loan and trust com- 
panies, similar to that of the .National ('omi>troller ol the (. lureiicv. 
Re|)orts are rendered to him every halt-\’eai ; and in .\i‘W York 
State, as in most of the other States (Rhode Island being an exci‘j>- 
tion to the general rule), an (‘xaminalion ol each bank is made by 
the department at regular intervals, but at least ont'e in each war. 
Loans may not be made to an\ one ]jerson, lirm, or corporation 
in excess of 20 per cent, of a bank’s combinecl cajiital and surplus. 
Notes, or other evidences of d< bl, are not to be j»urchased for 
less than the amount due according to the face valuer)! the same. 
Loans may be made upon mortgages, but, except for owning a 
banking housi*, n al estate may not lie ac<|uiied otherwise than for 
a debt. 

A money n serve of 15 |»er cent, is ie<|uiie<l in New ^’ork < il> , and 
a 10 |K‘r cent, in rjthei cities ol .Nt w Voi k Slate. Stor kiirjlrleis 
are res|)onsibli‘ for the debts ol the bank to the rximt ol the 
par value of their stock in adrlition to the amount investerl in 
such stock. 

Under the New York Statr* law, 6 |H*r cent, is the hgal rate of 
interest, but demand loans s<‘ciiied by collateral set uii ties may Ih! 
made at higher rates. There were 4,191 .State banks in 1899. 
The assr.*ts were $ 1 ,636,000,0(K), made up as lollows: ' 
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Loans on real estate $51,000,000 

Other loans 857,000.000 

Stocks and bonds 172,000,000 

Due from banks 255,000,000 

Real estate 68,000,000 

Casli and cash items 216,000,000 

Liabilities : — 

('apital stock $233,000,000 

Surplus and undivided profits 113,000,000 

Dej>osits 1,164,000,000 

Due to banks 108,000,000 


In 1903 the t(»tal number of Slate ami ])rivat(* banks was 8,745, 
with a capital of $578,418,944, and de|>osits of $6,352,700,055. 

There have been more failures amongst the State banks than the 
National banks. For six and a half years ending June, 1899, 283 
State banks failed, having assets according to their books of 
$62,739,332. Of these sums there had been recovered from share- 
holders $1,517,178, and from the licpiidation of assets $32,925,233, 
or alMuit 56 j)er cent. The total failures of National banks during 
thirty-six yt'ars from 1864-99 were only J^187, the nominal assets 
of the National banks wore .$235,636,778. U|H)n the assets of 
375 of these there had Ix’cn collec ted on 31st October, 1899, either 
from stockholders or from the liquidation of assets, 73'92 per cent. 

From 1899 to U)03 there were 1.57 banking institutions other than 
National Hanks which failed with liiibilitit s of .$39,093,966, and 
asstns of $2;L.539,7(K). 

The State banks can lx‘ converted into National banks by 
application to the (omptroller, either by a resolution of the 
holders of two-thirds ol the capital stt)ck of anv bank, or they 
may go into licpiidalion in conformity with tlu* laws of the State 
in which they are situated. After this has Inm done the bank 
must file accounts in the proscrilvd form with the ('omj)troller of 
the Currency. 

The organisation of a large bank in New York is similar to that 
New York bank in Londop. The paying and receiving 

Baking tellers receive and pay cash, the note teller and liis 
Methods. assistants take charge of :dl cash remittances, collect 
bills receivable, and make out credits for the General Ledger. 
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The discount clerk is in charge of all the work relating to the 
discount of bills. The cheque clerk is required to make up exchanges 
for the Clearing House and to carry out other duties, s\ich as 
examining signatures on cheqiu's presented for paMuent. 

The City Collection department is similar to the Walk ollice 
of a London bank. Tlu* money department has charge of all 
mone\’S received by the pa\ing and nci iving tellers. 

The Credit Department underlakt‘s the duties of ascertaining the 
riteans and character of |H*rsons applying for loans, and ket ps a 
record of the same. 

The duty of the cashier’s clerk is to o|)en new atcounts, to 
purchase and sell securities, and to su|>er\’ise llu* work connt eteti 
with the recei}>t of diviileiids on Udialf ol custonurs. 

The American banks have* increased their (apital considerably, 
and this has enabled them to give greater fa( ilitit s to their ctis- 
tomers. The consolidation of various commercial undertakings has 
somewhat modified the old method ol lenciing to individuals, 
consequently the banks have to n*J\' n|H)n cerfih<‘d bakuu'e 
sheets, and this practically mt*ans the linani ing ol large commercial 
enterprises. 

When there an* bills olfen*d for discount in New Voik, tin* first 
thing to \ k ‘ ascertained is the state of the bank’s funds. Then again 
preference is given to dejiositors rather than to outsiders, and 
lastly then* is the* imjiortant (piestion of credit, (ireat care is 
taken to have a complete record of the position anrl standing ol 
firms and cor}X)rations, and there is a romnion form in use amongst 
the banks in the States, wliii h contains the information res|k cting 
the capital, assets and liabilities, investments, character and value 
of their projK^rtv, buildings, machinery, a|)pliances, sto<'ks of g(K>ds, 
cash in hand and at the bank, the amount and cost of business done, 
profits, etc., in fact, everything which a banker shoulrl know Ixdore 
risking in any way the resource’s of the bank. Such a re|)ort must, 
fiow’cver, if p)ossible, be verified and confirmed by a |K rsonal know- 
ledge, or further enquiry must be made. Sometinu-s bills are 
taken from a note broker on option, that is, with the privik-ge of 
returning them on a Sj)ecified day. 

When a country bank applies for a loan on its own pajier, the 
statement is made in the following form : — 
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Form in 

which 

Security is 

offered 

against 

Loan. 



It will ho notiood from this form ihut country hanks offer 
collatt'ial security for llu' duo ropayniont of advances. In America 
Loans on would 1 h‘ impossihU* to advanct* money with ahso- 

Collateral lute security unless tlu' (ledit department were 

Security. pro|H*rly organised, so that a minute investigation of 

every loan or ad\ ance coultl !h* carried out. I'he j>recautions taken 
in the casi' of hills disi'ounted an; not required whim loans are 
granted against sicurity. The custom is for loans to 1 k‘ made “ on 
time “ or “ on call " : in the former casi' the time is either thirty, 
sixty, or ninety ilays. hut it may W longiT. Such loans are made 
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a^^ainst bills receivable, or ajjainst stocks or bon<ls. And in the 
latfer case there is a loan note similar to tin* letter ol cliarj^e, which 
is used in this country, viz., a rii^lit of saK*. and also an undtu lakint; 
to def>osit additional securities in case of depreciation in value. A 
margin of 20 ]x*r cent, is usually re(|uin*d as cover : the securities 
deposited are placed in an envelojx*, and upon thi‘ outside tlu‘ parti* 
culars of the de}>osit are given. 'I'lie lollowing speciuKui is taken 
trom “ The McxhTii Hank.” by .Amos K. Idsla* : 

No. 489. Page 98. 

The Ikvin(; National Hank of tiik Thy of Nfw Yokk. 

Ni‘w York. Si‘pt. Khli, HXKk 

Demand Loan to — 



H»fll cV' Stkff 



$.S0,(HK1. 

4 

piT eiMit 


Collaterals. 



100 

N.Y. C ent, and 11. Kiv. 

120 

Vim) 

200 

\\'(‘sl(Tn rnion 

„ 82 

I8,4(K) 

m) 

Erie 

28 

8.4fKl 

3(K) 

Steel Hid. 


20,4(K) 

UK) 

.-Atchison 

84 

8.400 


.Although })iivat«* banks in -Aineib'a an* s()jn**\vhat dec lining, the re 
are still a large ntimber in e xistc'iKe*. esjM-e iaih in the ceiitial W’e ste in 
States. In 1899, 7S(i ol tin s*- had total asse ts ot over 
S«7.<KK>,(KKt, ol wliich alHiiit r.-pus, i)t, <| 

the investine-nt o: other holding ed ineh\iehi.d c;jj*ital, 
and about SfiS,(KH),fKKI depositor^’ lunds, Piivale iKinkeis hold 
an iitiportant position in Americ.in linanee*. and ina\ he- ilasNifn'd 
in two (livisions. viz., those* who carry on a gi-neial hnsine>*<. an*! 
thosi' who have dealings with the ton ign e xc hange s. .Again, 
private bankers de al with invest me*nts sne h as the bin ing anel selling 
of stocks and shares. They also tloat loan^ for < e>i poiatie»iis, or 
nndertake to have them imdt'i written, b'or this j>nrj>ose‘ it is srime- 
limes nt cessarv to form a syndicate, which mav eonsisf of a group 
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of banking houses pledged to take a certain amount of the stock 
offered. * 

Private bankers also act as agents for many English banks and 
large financial firms ; in this capacity a series of drafts are drawn 
either in London or New York for the purpose of settling the 
exchanges between the two countries, or for business transactions. 

The banking j)Ower of the United Stales has increased enormously 
in rca*nt years, the increase from 1890 to 1903 lH*ing 158 per cent., 
against 66 |)er cent, of other nations of the world. 

The jjresent |)osiiion in the United States is as follows 



Ntiinlter 

Capital 

Surplus 

Deposits 

Circulation 

Total 

National Hanks 
State etc. 

Nod reporting 
Banks 
(Estimated). 

4.939 

8 74S 

D743,,SO«.()4S 

578.418.944 

ir/2,403,520 

♦542.183.537 

731,314,014 

3,348,095,922 

«,352,7(Ki,t»55 

502,522,431 

359,261.109 

4,993.046, > 
7,662.433,0 
654.925,9 

18.230 

♦ 1,474.328,512 

♦1.273,497.5.51 

10.203.318,478 

.159.261,109 

13.310.405,6 


'ri'ust companies and savings banks are concerned in o|HTations 
whicli more piopeily belong to bankers strictly so called. Their 
exact |»osili(>n is liki‘ly to cause considerable discussion in the near 
lut\ire, but at presc'iit it is unnecessary to examine them in detail. 
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THE LAW 0F4UNKING 

It is quite ini{x>ssible to treat of Ininkin^ and hankinj^ practices 
without referring, however briefly, to its legal side. Tlie transac- 
tions of a banking house are in gt‘neral so mechanical 
^ straightforward that it is surprising when 
anything goes wrong. But in spite of the lu'st efforts 
of bankers difficulties must arise at some time or other. And thesi* 
difficulties spring from various causes. The banker may In* negli- 
gent or careless in his business. The cu.st()nu‘r may be guilty of 
some carelessness or mistake. A third |)arty may In* fraudulent 
in his dealings. In any of these* cas<*s it is jHohable that a loss 
will be incurred. The question of all im|H)rtanee is, who is to ln*ar 
the loss ? In the juesent chapt«*r it is intended to s<*t out the legal 
}X)sition of a bankcT in relation to thosi* matters with which he has 
to deal in the ordiniiry course of business. 

In the first place it must l)e borne in mind that the relationship 
existing iK'twven a ])anker and his customer is that of debtor and 
Relationship ^rreditor. A banker is not in any sins- a trustee 
of Banker of the money dejwsited by his custona r, and may 
and Customer, therefore us<* that money as he choose s, being under 
no other obligation than that of repayment in the ordinary course 
of business, or according to any s}H*cial arrangement made. If 
this were not so, a banker might be called upon by the customer to 
account for all the profits made in his financial transactions, and 
at the same time the customer could refuse to arknowlerlge any of 
the losses incurred. Th<* existtmre of anything like trusteeship 
would render mod<*rn banking an im|)ossibility. 

Again, by the Statute of Limitations a debt cannot In* claimed 
if si.x years hav'c elaj^sed since the debt was contracted, unless the 
debtor has in the meantime acknowledged the debt 
in writing, or paid some portion of the debt, or paid 
interest uix>n the amount of it. It has l>een charly 
settled that if a customer dejx)sits money in a bank, and leaves 
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it on current account, and no transactions between the banker and 
the customer take place for six years, the money becomes the 
|)rojM*rty of the banker. And in the same way if a banker allows 
a customer to have an overdraft, tin* banker’s claim to be rej^aid 
the amount of th<‘ overdraft is barred after six years in the abst*nce 
of any dealing's, an acknowledgement in writing;, or j)ayment of 
interest. In |iractie<‘ this (]iu‘Stion of barrin/^ claims seldom arises, 
becatise transacti(»n alter transaction takt's place, and by reason 
of what is known as the appropriation of j)ayni(’nts the |)erio(rof 
six years is very unliktOy to run betwt^eii one paynumt in and 
another pa\inent out. It is tin* puieral practice of bankers not to 
incpiiri* for claimants to fimcls which thus become l(‘;L(ally their own, 
but at the same time not to insist on tla ir lef^al ri/L^hts iind(;r the 
Statute ol I.imitalions as a;L;ainst claimants makin;;; j^^ood their 
claims. 

'1'lu‘re has been considerable discussion as to the ])osilion of a 
banker who has ji’lowed a minor to opt ii a cnrnmt account at his 
bank. It has b(‘en ai^rued that an infant can neitlu'r 
^^Minor draw a valid clu‘(iiu' nor f,Mve an t ffective dischai^je 
to his banker for sums of moiK'y advanced upon 
(•he<|ues drawn by tin* infant. Without entering" into didails it is 
submitted that each of these aruiiments is incornrt. althouf^h there 
are no lej^al deiasions setting; out the law <|uite i learlv. 'fhe banker 
must, ho\\<*ver, be eaietul in his dealinj^^s with an inlant. So lonf< 
as then- is a l»alanc{‘ on the ri^jlit side, and no ditlieulties have arisi'ii 
owinj; to such irree^u lari lies as forp ries, unauthorised payments, 
etc., it is hanlly possible to conceive what claim an inlant could set 
up a^jjainst a bankiu . Hut if the banker allows the infant to have 
an overdraft, he cannot recover the amount of it from the infant. 
The overdraft is momw h ut, .uid the infant is ]>rot(‘Cled by statute. 
In addition \o this any security j^iviii by an inlant for such 
ovt'rdrait is null and \oid. 

It should bi' noti'd that p iierally as ni^^Mids bills of exchanp' 
the capacity and authority ot parties to incur liability ujK)n them 
Liability of is co-e\t<*nsive with capacity to contract. An 

^fraiuT itihint, therefore, cannot lu* laid liable u{X)n a bill 

Cheques. of ('xchaiip', iis drawer, acceptor, or indorscT, and 
it is immaterial that the consideration for the bill is the price of 
necessiiries supplied to the infant. A married woman who is a 
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party to a bill is only liable as far as her s(*pai ate estate is coneerned. 
J.nnacy ami drunkenness are defences, stth modo, in an action upon 
a bill. And fraud may wholly vitiate the instrument. ri)us in 
Foster r. Mackinnon (1869), an old man of h*ebh' sif^ht was induced 
lo sign a V)ill of exchange, being told that it was a document of a 
different character. In the abs(‘nce of an\‘ |>roof of lu'gligence on 
his part, he was held not to be liable upon tlu' instrunn'iit. And 
this casi* was followed in Lacdsv. ( loy (1898), where a joint maker 
of a promissory note fraudulently induced another ]H'rson to a»Id his 
name to it, in the belitd that he was men ly witnessing a signature. 
.\s there was no proof of any negligence, the signatory was held 
not to be liable to a j)ayee for value. 

It is quite o|)en for a banker to make a sjHrial contract with his 
customer upon various matters, but into anvthing o( this kind it 
is not ]>ossil)le to enter in tln‘ ]>resent chapter. Nothing is con- 
sidered beyond tht* ordinary rules, duties, and obligations existing 
between the parties. 

Uj)on the OjK'ning of an account a banker btcomes the debtoi of 
the customer to the amount of money standing to his credit in the 
bank. I'he mcTe ])aying in of a cherpie by a new < us- 
^Account*” tomer will not mcessarih constitute thr o|M ning of 
an account. But as soon as tin* banker has received 
cash or the j^roceeds of tlie cheque - that is, of course, it a cliecpie 
is the first payment in - the acc ount is opened, and th*- customer 
is entitled to o])erate uj>on it. The ordinals method of operation 
is by means of cheques. 

When money was first dep(»sited in a bank th<^ me thod of with- 
drawal by a customer was a simple process -the ( iistomeT gave 
written or verbal instructions that his aerdunt should 1m* debited 
with the amount n'(|uireel by him. 1 here are seuin* intc'resting 
sj>eciim*ns of such order> in the possession of Me ^srs. ( hild & ( o., 
of which the following an* examph*> : — 

Dei. 11. imi 

Received of Sir Francis Child £73 1 2 hein^ the balance of my 
account to this day. I say {73 1 2. 

FUen Cuyn. 

Witness, 

J. A, Boothby. 
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Mr, Rogers pray paye Fifty guineas to the hearer and place it to 
my account. 

Cleveland, 

April 12. 1689. 

In course of time a common form of order was made use 
of, somewhat like the old order, and eventually the modem 
well-known form of cheque was introduced. 

The law as to ch(‘ques, as well as that referring to bills of 
exchange and promissory notes, has been codified by the Bills of 
Exchange Act, 1882. This Act has been signally 
Exchange Act ^”ccessful uj)on th(‘ whole, though the decisions of the 
House of Lords in flu* casi‘s of Capital and Counties 
Hank v. Cordon, and London ( ity and Midland Bank v. Gordon (to 
wliicli relereiKX* will be made later) caused um-asiness in banking 
circles, and made it necessary to amend thi‘ law as far as collecting 
bankers wen* concerned. I'liis was done by means ol the Hills of 
Exchangt! (('rossed ('lu‘(ines) Act, 1906, thi‘ iTfect of which is giv-(*n 
on j)age 149. 

By th(* Act of 1882 (sect. 73), a cheque is defined as “ a bill of 
exchange drawn on a banker payable on demand.'’ In order to 
understand this definition thoroughly n ference must 

Defined section of the Act, where a bill 

of exchange is defined as “ an unconditional order 
in writing, addressed by om* person to another, signed by the 
|H’rson giving it, retpiiring the jH'rson to whom it is addressed 
to pay on demand or at a fixed or determinable future 
time a siini certain in money to, or to the order of, 
a sjH'cified jHTSon, or to iH'arer.” The definition 
must be most carefnll>' considered, for in those cases where sta- 
tutor\- protection has been given to banki*rs in resjvct of negotiable 
instruments, the protection is not extended when the diKuments 
do not fulfil all the n'cpiirements of the definition. 

It is no part of the definition that a cheque should be an inland 
bill, or that it should 1 h’ drawn by a customer iq>on his banker. 

Formerly cheques wore exempt from stamp duty, but it w^as 
necessary that they should he issued within fifteen miles of the 
bank uix)n which they were drawn. The enactments 
as to tliis, however, have K'en long repealed, and 
a stamp of one j)enny is the duty im|X)sed ujx)n every cheque. 


Bill of 
Exchange 
Defined. 


Stamp. 
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Although the general rules governing bills of exchangt* are applicable 
to cheques, the following |)oints of difference should be reinemlH’red : 

(a) A bill ol exchange must be accepted before the acceptor 
can be liable u{)on it. A checiue is never accepted by a banker, 

Bill of and therefore the banker is never liabl<‘ to the 

holder of the cheque for retiising paMiK'iit ol it. 
Compared. His liability, if any, is to his customer. 

(b) A bill must be duly presented for payment, or the drawer 
will be discharged. The drawer of a cheque is not discharged 
by delay in i)restmting it for )>ayment, unless, through tlu‘ dt lay, 
the }H)sition of the drawer lias been injurt'd by the lailure of the 
bank.whenhehad sufticient montw deposited to meet the amount ol 
the cheque. In such a case the holder must jirove lor the amount 
of the cheque in the winding up or bankruptcN ol the bank. 

(c) No notice of dishonour is necessary if a elieqiu- is not me! ; 
want of assets is a sufficient notice. 

The absolute requirements ol cheepu^s, sri lar as they affect 
liankers, are as follows: (1) They must be unconditional. In 
a recent case it was held that where documents wen* 
issui‘d which required the signing ol a jKirticular form 
of receijit lH*tore payment would be mad<‘, thei>e docu- 
ments were not ch(‘ques. (2) They must be impc'rativt* in termH. 
Hut the mere insertion ol words of courtesv will in»t ruressarily 
render them less imjH*rative. (3) They must be addressed b\ oni* 
|)erson to another. There must 1 h- a drawer and a dr.iwee. (4) 
They must lie pa\abje on demand. (5) They must be payable to 
or to the order of a s|)c*cified ju^rson or to bearer. 

As cheque books are issued by bankers to th« ir rustonieis there 
is rarely any question as to the form of ch»-fjm .s : but it sometimes 
hapiH-ns that customers who have not their checpie 
lKx>ks with them make us<- ol ordiuarv pajH r and 
write out what is intended to Im- a ( heqiie. fii such 
cast's the greatest care is neerlerl in dealing with the instruments, 
as they may turn out to Im* irregular or iiKcimph te in various 
resiiccts. A hanker should always scrutinise such documents 
very closely. A dithciilty may arise about th<* stamp. It is a 
common fallacy that if a cheque is issiu*d unstarnjxfl any holdt-i 
may affix an adhesive [leiiiiv stamp to the dtx’uinent and afterwards 
cancel tlu* stamp. This is not srj. Tlie Stamp Art ot 1891 

10 -(I53q) 
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provides expressly that the duty may be denoted by an adhesive 
stamp, but that the stamp is to be cancelled by the person by wh6m 
the cheque is signed, belore he delivers it out of his hands, custody, 
or }X)wer. 

The “ holder in due course is a jxjrson who is frequently referred 
to in matters connected with cheques, bills of exchange, etc. It 
may be useiul to state here who is such a holder. By 
Due'c^urse ^ jwrson “ who has taken a bill 

(which includes a cheque) complete and regular 
on the face of it, under the following conditions, viz. : 

(a) That he became the holder of it before it was overdue, 
and without notice that it liad been previously dishonoured, 
ii such was the fact. 

(b) That he took the hill in good faith and for value, and that 
at the tiin(‘ the hill was negotiated to him he had no notice of 
any defect in tin* title of the person who negotiated it.” 

When a cheque is presented for payment across the counter of 
a hank, it must he examined to see whether it is in order. As has 
just been remarked the form of cheque is ordinarily 
settled and issued by the bank itself. The amount 

V>VU11M t. 

of the cheque will not be paid over the counter if the 
cheque is crossed (scr infra), nor will payment l>e made if the date 
has not arrived. Hut if the cheque is signed by the drawer, if it 
is not crossed, if the date is already past or is the day of 
presentment, if the cheque is payable to order and is indorsed 
with the naiiu- of the payee, and if the banker has a balance in 
hand to the cretlit of the drawer sufficient to meet the whole 
amount of the clieque, the jH*rson who presents the cheque is 
entitled to receive payment of the same, and a banker who 
neglects to honour the drafts of his customer is liable to an 
action for damages at the suit of the customer. As it was stated 
above, there is no liability resting uix)n the banker so far as the 
jH'rson who presents the cheque for jxiyment is concerned. 

It has been pointed out that a cheque will not l)c paid if it is 
prestuitixl on a day previous to that named in the cheque. It is no 
uncommon practice for pjeople to post-date cheques. 

Cheque^ This seems to be quite |x^rmissible by sect. 13, sub.- 
sei't. 2, of the Bills of Exchange Act, since it is there 
stated that a bill is not invalid by reason of its being post-dated. But 
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it is })resiimed that if a jwst -dated cheque were put into circulation 

like a bill of exchange, and if the post-dating exa^eded thret* days 

from the date of the drawing, an ad valorem stamp would be payable 

u]x>n the cheque, and any person who dealt with such a cheque 

u}>on which the proj^er duty had not lK*en paid, would rend<*r himsell 

liable to a penalty of £10. A jx?rson who takes a i)ost-dated cheque 

should keej) it in his own jH>ssession until the pro|HT date arrives. 

Hut just as a cheque will not Ih‘ paid if its date lias not ariived, 

so also will payment be refused if there has been great delay in 

j)resenting it. At common law the mere omission 
Stale Cheques. ' . i r ... . 

to present a cheque lor payment did not discharge 

the drawer until six years had elapsed. Hut now if a payee dot*s 

not pres'*nt a cheque within a reasonable tim(\ and the balance 

ol th»' (IrawtT is reduced, or th«‘ bank fails— provided always that 

the drawer had originally sufficient funds to meet the cheque the 

drawer is absolutely discharged. What is a rt*asonable time 

dejH'nds uj)on the facts of the particular cas<*. (ienerally 

sjwaking, however, a cheque is considered to have pres(*nted 

within a reasonable time when it has Ix^en presimted according to the 

following rules : 

(u) If the j)erson who receives a cheque and tlie banker on 
whom it is drawn are in the same place the cheque must, in the 
absence of sjKJcial circumstances, Ikj prestmted for payment on 
the day after it is received. 

(b) If the |>erson who receives a cheque and the banker on 
whom it is drawn are in different places, the cheque must, in the 
absence of special circumstances, be forwarded for presentation 
on the day after it is received, and the agent to whom it is 
forwarded for presentation must present it on the day after 
he receives it. 

It is a custom of bankers not to pay cheques which are not 
presented until a considerable period after their ostensible date 
of issue. With some banks the |)ericxJ is six months, whilst 
with others it is as long as twelve months. 

A banker is bound to know the signature of his customer. For 
this purjxjse he is entitled to apply rejK.*ated tests, if he cares to 
do so. The handwriting of men and women varies 
from time to time, and a banker is only acting with 
common prudence if he takes measures to protect 
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himself against Joss. If a banker pays a cheque which l)ears a 
signature as drawer purporting to l)e that of his customer, jtnd 
the signature turns out to l)e a forgery, the banker is the i)erscn 
who loses the money. He cannot debit his customer with the 
amount i)aid. And this is so, even though the customer has been 
careless in the handling of his cheque book, and has left it about 
in such places so as to render it easy for a thief to abstract one or 
mon? cheqiu‘S from the book. The reason of this rule is obvious. If 
a customer wen^ to be held liable to be debitecl for money j)aid under 
a forged order, his balance would decline in an extraordinary fashion 
— in fact, any j)erson who knew that he had a banking account 
could forge his signature and obtain his money. It is the banker s 
business to j)revent this, and his skill and ex]H^rience enable him 
to accept the risks of the |)Osilion. 

The date and the signature of the drawer being disposed of, the 
next point to be considered is the amount. In the body of a 


Amount of 
Cheque. 


chequ(‘ the amount is written in words, and figures, 
which oughl to corresj)ond with the writing, are 
enlert'd in the bottom left-hand corner. If there 


is a discrepancy lietween tlu^ two the words govt*rn the instrument, 
so that if a che<|ue is drawn for “ twenty pounds fivt* shillings and 
nine|K'nce.” and the ligures are £18 4s. 7d., the former would be 
the amount payabh'. It is the usual custom, however, for a banker 
to return such a chequt' marked “ btxly and iigun'S differ.” It is 
scarcely necessary to statt' that the cheque must t)e drawn for 
money and money only. 

Hut what is the | Position of a banker as to the amount of a cht‘que, 
admitting that there is no discrepancy betwtvn the words and 
the figures, if the amount has been altered since it 
^'Amount.^^ drawer ? Tlu* answer to this 

(piestion often involves a consideration of the facts 
of th(‘ cas<\ Since there is a contractual bond between the banker 
and his customer, eacli must act towanls the other with ordinary 
care, in tlu* usual course of business, aiul not be guilty of any 
negligence. If a custonu-r draws a cheque so carelessly and leaves 
blank sj^aces which may make it |)OSsible for a forgery to In? 
committed, and the amount for which the cheque is drawn is 
altered and increased, the customer must bear the loss if the 
banker pays the increas**ti amount. The customer siilfei-s on 
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account of his own negligence, the hanker not having In'cii guilt\ 
of*any. As this decision is one of the utmost im|)ortanee. the 
facts of the case which settled the position (Yotnti: v. (W()U\ 1827) 
are here given briefly. Mr. Young delivered to his wile certain 
printed cheques signed by himself, but witlj blanks h>r the 
sums, requesting his wife to fill up the blanks according to the 
exigencies of his business. She caused one to be filled u|» with the 
words, “ fifty pounds two shillings,” the ” fifty ” being commenced 
with a small letter, and placed in the middle of a line. The figures 
£50 2s. were also placed at a considerable distanct* from the printed 
£. In this slate Mrs. Young delivered the chi‘(|ue to her husband's 
clerk to receive the amount ; whereu|»on he inserted at the begin- 
ning of the line in which the w(»rd ” fifty ' was written the words 
” three hundred and,” and the figure 3 between the £ and tlu* 50. 
The banker paid the chequ«‘ as for £350 2s. in th(‘ ordinary <*ourse 
of business, and it was held that he was entitled t(» d<*bil Mr. Young 
with the amount. 'rh(‘ case would bi‘ diffen^nt it the customer 
drew a cheque in the ordinary way an<l it was aft<‘r\vards altered. 
It is the duty of the banker to take care that he is not imposed 
upon by alterations in the amount of a cherpie aftcT it has left the 
|M>ssession of the drawer, when the drawer h.as not been guilty of 
any negligence. The case of Veawg v. (irtttc, howevei, innst be 
carefully compared with (oioitinl Ihnik <»/ Australia v. Marshall 
(1900). which somewhat modifies if. Tin* meie tact ol leaving 
blank spaces is not sufficient evidence ol negligciue on tin* pail ol 
a customer to exonerat<* a banker from liability. 

A banker is liable, as has Inm stated, to an action for damages 
if he fails to honour the drafts of his customer. The credit of Uw 
customer may Ih‘ stTiou.sly damaged by tin* dishonour- 
ing of his cheques. The obligation tf) honour cln*fpies 
continues not only s<) long as tln re an* ass<’ls of the 
tlrawer to meet the cheques, but even afterwards, if there has 
an agrerment tn'tween th< banker and his customer, to tin* ext<*nf 
of any overdraft which the banker has underiaken to allow tf) Iun 
customer. But just as the banker must tala rare* n(it to fli^honour 
his cu.stomer’s cluques, so In* must lie on his guard to see that he 
do<‘s not pay the amount of t-heques which an- drawn and preM-nfed 
>^1100 there are no assets of the customer to nn*et them, and no 
agret^ment has l)een made as to an overdraft. In an old casi* 
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(Chambers v. Miller, 1862) a banker paid a cheque on presentation, 
but immediately afterwards discovered that his customer, \he 
drawer, had no assets to meet it. It was held that the payment was 
irrevocable, and the money not recoverable from the payee. The 
ground of the decision was that there had been no mistake of fact 
between the I)anker and the i)erson who received the payment — a 
mistake of fact between parties to a contract generally allowing a 
claim for repayment to be made — but a mistake between the banker 
and his customer. From the same case it is clearly established that 
the projKTty in money given in payment of a cheque passes as soon 
as the money is jilaced on the counter of the bank. 

\ banker will not pay a cheque drawn for an amount in excess 
of the drawer’s balance. There is no part payment of a cheque 
No Part- England and Ireland. Hut it apjx'ars that the 

Payment of pres(‘ntation of such a cheque in Scotland attaches 
Cheque. account u|x>n which it is drawn. 

It sometimes hap|K'ns that a payee or holder of a cheque is willing, 
and offers, to |)ay in the deficit in order to withdraw the whole 
amount of the balance at the bank. For exanij>le, a holder of a 
cheque for £\S(). the drawer’s balance IxMng £40, offers to pay £10 
into the drawer’s account S(» as to get the £40 at least, for if such 
a cheque is tirawn under tlu‘ circumstances the banker must refuse 
payment of any .sum. Such a pnx'eeding is clearly suspicious and 
irregular. It is hardly (xmceivable that the holder can know of 
the state of tlu' customer’s account without a breac h of duty on 
the part of the banker, the latter lieing under an obligation not 
to disc lose' the business of his customers. 

The slate of account lx*tween the banker and his customer is 
shown by the ledger, but the customer is provided with a copy of 
Pass Book account in his pass book. This will Ik* explained 

more fully hereafter, but it is usi'ful to notice here 
(hat the entries in the pass lNX)k are primd facie evidence against 
the banker. When tlie customer receives the lxK>k and returns it 
without comment it would stvni to signify that the entries are 
correct. If. however, the customer has relied upon the entries 
in the pass lx)ok as being corfect, the banker is estopjx*d from 
denying that he has received the money entered therein. This w’as 
decided in the case of Skyring v. Greenwood (1825). It was there 
held that a credit entry is a representation binding the hank, if the 



THE LAW OF BANKING 


143 


customer is able to show that he has altered his position in reliance 
tltereon. Evidence may, of course, be adduced to prove that the 
entries were made in error, and a reasonable time would lx* allowed 
for rectification. Since, therefore, the pass book is in fact a state- 
ment of account showing a settlement, it should In* carefully exam- 
ined by the bank before it is delivered to the customer, and the 
customer should also carefully check all the entries made to S(»e 
that they are correct. 

If the banker has been served with a garnishee ordi'r, that is, 
an order of the court directing him not to pay over any moneys 
Garnishee standing to the credit of a customer to any |H*!son 
whatever, the order binds the whole of tlie balance 
standing to the current account of the customer, (‘ven though the 
amount on current account largely exceeds the amount of the debt. 
In the case of Rogers v. Whiteley (1892), it was held tliat a garnishee 
order nisi in the usual form, based on a judgment against a customer 
and starved upon his banker, tied up the whoK‘ of that custonu'r’s 
credit balance on current account at the date of the servic** of the 
order, and that the account could not lx ojx'rated ujK)n by cheques 
drawn by the customer issued prior to the service of the order but 
not jxesented until after the ord(*r had lx*en servtd. 

A cheque may l>c payable to bearer or to order. If the cheque 
is payable to Ixarer and ojxm (cros.sed cheques have not yet btrn 
considered at all) no indorst^ment is necessary. Mere 
CMw Cheques pr^'sentation is enough, and if the banker is satisfit'd as 
to the date, the signature of the drawer, and the 
amount, payment is made at once. If, however, the cheque is 
payable to order it must Ixar the indorsement of the* payee, or what 
purports to be the indorsement of the j>ayee. And here logins 
the dividing line which separates the liability of an ordinary 
|XTson from that of a banker. When a tradesman rashes a 
bearer cheque he is in the same |K>sition as a banker. He takes 
it for w'hat it is worth and runs the risk of loss through a 
forged signature of the drawer and insufficiency of aswts. 
In the case of an order cheque, however, a tradesman who cashes a 
cheque bearing a forged indorsement losers his money, whereas 
a banker who pays such a cheque drawn uj)on himself is 
under statutory protection. But a banker who Ixjcomc^s the holder 
in due course of a cheque bearing a forged indorsement and which 
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is drawn iif»on a f)ank other than his ow'n is in the same position as 
a tradesman. Hy station 24 of the Bills of Exchange Act, 1882, it* is 
provided that “ where a signature on a bill is forged or placed 
thereon without the authority of the jXTson whose signature it 
pur)>orts to In-, th(* forged or unauthorised signature is w’holly in- 
o|H*rative, and no right to retain the hill or to give a discharge there- 
for or to enforce pa\ nient thereof Jigainst any party thereto can be 
acquired through or under that signaturi*, unless the party against 
whom it is sought to retain or enforce payrn(‘nt ot the bill is 
j)recluded from setting up the forgery or want of authority." If the 
law rested then* a bankt'i* would l)e in th(* same 
Indor^ments l***^*l>^^** another |H‘rsf)ii : lu* would have to bear the 
loss caust'd l)y (hiding with a document which had 
ceasi'd, through tlie forgery, to In* what it pur|K)ited to be. There 
is no hardship upon an ordinary iiulividual in making him l)ear the 
loss entailed by dealing with a forgt'd doeuiiK'iit. He acts with his 
eveso|)en and knows that he is taking a risk. Hut banking business 
would be ifupossible if it were the law that a banker must know 
or b(‘ responsible for tlu* signatures ol tlu' indorsers of cheques. 
('onse(ju<'ntly protection is givt'ii to a banktT by s<'ction 60 of the 
Act. 'riu' strtion is as follows: “When a bill paxable to order 
on dt uiand is drawn on a banker — and this is a 
***^Banker cheque and the banker on whom it is drawn pays the 
bill in good faith and in the ordinary courst' of busi- 
ness, it is not iniaunbent on the banker to show that the indorse- 
ment of the pa\ee or an> subsecpient indorseme nt was made by 
or under the authoritv ol the person whose' indorsement it purports 
to be, and the banker is deemed to have jiaid the bill in due course, 
although such indtirsement has been forged or made without 
authority." Hut although the section gives great protection to 
the bankt'r, much care must be exercised in onler that its benefit 
may 1 h' claimed. I'or example, if the cheque is drawn to the order 
of a particular |H ison, and the indorstunent is a name differing in 
any res|H'et from that of the pa>*ee, the banker would be guilty 
of negligence in paying such a t heque, and could not debit his cus- 
tomer with the amount paid. Also, j>resumably, if a banker paid 
the cheque after banking houi>, or if he paiil across the counter in 
contiaventioii of a crossing of the cheque, he would not Ih' acting 
in the ordinary course' of business, and again he would not l)c 



THE LAW OF BANKING 


145 


entitled to debit his customer with the amount paid by him. Hut 
if ^ cheque is in all resjH'cts quite regular upon its face, and when 
prestmted across the counter Invars an indorsiunent which is the 
same name as that of the payt‘e, there is no liabilitx resting u|H)n 
the banker for paying the amount of the cheque ii it turns out that 
the indorsement is forged. The customer is debited with tlie 
amount. 

Where the payee of a ch<*qm‘ is a fictitious or non-existing iHT^^on 
the cheque may Ih‘ tieatt'd as one payal»le to l)ea!i‘r. that is, the 
(heijue needs no indorsement. Therefore a banker 
who pays such a (lieque is oidy lial)le to lefund the 
amount of it if tlie signal un‘ of the drawer is a 
forgery. In some respec ts cheques drawn to " wages or order,” 
or to ” |)etty cash or order,” are (‘onsidered to be in tlie same 
category; but in practice such checjiies arc' indoised l»y the 


drawer. 

The' duty and authority of a banker to pa\ ehecjut's diawn on 
him by liis custome r are elc tei mined l>y c oiinte imand ol paymemt, 
Determination iiotie c* ol the* customer's de ath or bankrujitcy. 

of Ei^ker’s It should be* notie'ed, howc*ve*r. that whe*re a firm 
Authority. consisting of se've'ial juirtners has a banking ace'ount, 
the de*ath or bankruptcy of one* or more*, but not ol the* wheile, of 
the partners floes not fle*termine* the* aiithoritv. 

It was to avoiel as far as possible* the losses mcurre*d both by 
banke rs and custome*rs that the* crossing e»l che'que*s was introduce'd. 
Value of ^ infallible, as will Im* se en flire rtly. 

Crossed but the* fact of a e heepie l)e*ing paid through a banker 

Cheques. insle*ad of over the* bank counte r make s it le ss e asy for 

frauds to Ih" comrnitte'd, and more* e*asy for them to be detectefi 
when fhev have* be*e n e:omple*tefl. .As Lord ( aims said in the e ase of 
Smith V. The Tnum Itank (I87S), the ciossing o|M-rate*d as a eaution 


to the banker. 

The mere crossing of a c heque* in no wisr atfects the* n«*gotiability 
of the instrument ; it simplv affects the mcKh* of pavme nt. Two 
statute's passed upon the subject have* be*c ri n*|Halt*d b\ certain 
5f*ctionsof the* Hills of Kxchange .Act. 1882. aiul th<* law ij|>on crosscfl 
che*ques is containeel in se*ctions 78 to 82 of that .Aet. 

A che*que is crosse*<l gene rally when it iH-ar.'i ac rejss th** face of 
it an addition of — 
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(a) The words “ and Company,” or any abbreviation thereof 
between two parallel transverse lines, either with* or 
without the words ” not negotiable ; ” or 

(h) Two parallel transverse lines simply, either 
with or without the words ” not negotiable.” 

A s|K‘cial crossing is constituted when in addition to the above 
the name of a banker is written on the face of the cheque. 

It should be noted that the provisions of the Bills of Exchange 
Act as to crossed cheques apply to dividend warrants, and also to 
“ any document issued by a customer of any banker, and intended 
to enable any jjcrson to obtain payment from such banker of the 
sum montionwl in such document.” 

The crossing need not necessarily be made by the drawer of the 
clu^que. A holder may always cross it, either generally or specially, 
and may add the words ” not negotiable.” And where a cheque 
is crossed sjKicially, the banker to whom it is crossed may again 
cross it sjKJcially to another banker for collection. 

The crossing authorised l>y the Act is a material part of the 
clu'que ; and it is unlawful for any jxjrson to obliterate or to add 
to or alter the crossing, except as above stated. 
^Crowfiig”^ ^ drawer of a cheque sometimes strikes out a cross- 
ing at the rt'quest of the payee and writes the words 
” pay cash ” on it. Tliis practice is not sanctioned by the Act, 
l)u1 it is dirticiilt to see who is the jHTSon i>ossi'ssing an effective 
remedy in such a case. 

The duty of a bank»T receiving a crossed cheque is thus set out 
in st'ction 79 of tlie .-^ct : 

(1) “Where a clRMpie is crossi'd s|HTially to more than one 
banker, except when crosst‘d to an agent for collection being a 
Duty of banker, the banker on whom it is draw'n shall refuse 

Cheques. (2) “ Where the banker on whem a cheque is 

drawn which is so crossi’d nevertheless pays tlie same, or pays a 
cheque crosst'd genorallv otherwise than to a banker, or if crossed 
s|»ecially otherwisi* than to the banker to whom it is crossed, or 
his agent for collection In'ing a banker, he is liable to the true 
owner of the cheque for any loss he may sustain owing to the 
cheque having been so |>aid. 

” Provided that where a cheque is presented for payment 
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which does not at the time of presentment appear to be crossed, 
•or to have had a crossing which has been obliterated, or to have 
l>een added to or altered otherwise than as authorised by this 
Act, the banker paying the cheque in good faith and without 
negligence shall not be responsible or incur any liability, nor 
shall the payment be questioned by reason of the cheque having 
been crossed, or of the crossing having been obliterated or having 
been added to or altered otherwise than as authorised by this 
Act, and of payment having been made otherwisi* than to a 
banker or to the banker to whom tlie cheque is or was crossed, 
or to his agent for collection being a banker, as the case may be.” 
The banker has the same protection as before in c.xses of forged 
indorsements, though he must take the same risk as to his customer’s 
signature being correct. Hut if he deals \vilh the cheque in any 
other manner than that authorised by the Act, his protection is 
gone and any loss which ensues must fall upon him. Further, if 
the cheque has got into the hands of a j>erson other than tin* payee, 
provided that the payee has ever had it in liis possession, the 
banker who has paid the amount of the cheque to a bankt‘r, or his 
agent for collection, being a banker, and the flrawer of the 
cheque are entitled to the same rights and to be placed in the saim* 
position as if ])aynient of tin* cheque had been made to tin* true 
owner thereof. 

The position of the paying bank< r having been considered, it is 
necessary to notice that of the banker who r(‘ceives tin- j)io<i‘eds 
of the cheque — the collecting banker. In order tlial 
^Banker ^ an\ thing can be done with a cla que*, the banker must 
in some way or other deal with it. Iiv tin* cornnjon 
law when one jH rson deals with the goods of another without author- 
ity he is liable to an action for conversion. Tla* same is th** cfimnion 
law rule in the case* of a cla que*. If, then‘lore*, A. eleals in any way 
with a cheque which is the j)ro|M*rty of H., and has no authority 
so to deal with it, H. has a right of action against A. aial A. will la- 
condemned in damages. Hut for s<*ction S2 of lla* Hills of ICx( hange 
Act the }K>sition of the banker would not la* differe nt from that of 
any other ja*rson. But in the* int<*n*sts of cermnarce* and 
banking it has la^en provided ” Where a banker, in geaxJ faith and 
w*ithout negligence, receivers payment for a custenner of a cheque* 
crossed generally or s|x*cially to himself, and the customer has no 
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title or a defective title thereto, the banker shall not incur any 
liability lo the true owner of the cheque by reason only of having 
received payment.” 

This i)rot(Ttion is very great, but it will be noticed how carefully 
it has to be construed, so as to j^revent any abuse. Good faith and 
absence of negligence are insisted ui)on. Also 
^stomeA particularly the pndection only applies to crossed 
ch(*ques, and it appears that the crossing must be 
made Ix'fon^ tlie cheque g<*ts into the hands of the collecting 
banker. And then the collection must be made on behalf 
of a customer, 'the definition of customer has caused considerable 
litigation. The House of Lords, how(‘V(T, in the case of the 
(treat HV.sVcrn Raihvay Co. v, London and County Bank (1901), 
came to the derision that in order to make a ])cr.son a 
customer of a bank within the imsining of the protecting sertion, 
tliere must be some sort of account, eithe r a current or a deposit 
ace’, omit, in e*xist<nce', e>r semie* similar relationship must exist 
betwe'eui the bankeT anel the irrsem for whom he collects the* cheque. 
The* me*re‘ fact that for man>' ye*ars a banker has collected and ])aid 
the proive'ds of chexpie'S to a partienilar individual, in orde*r to oblige 
him, without any elifhculty arising, will not |>rotert him when a 
crossed cheejue e'ome*s aleing and the prexreels are im})ro}X*rly dealt 
with by the* jnsein wlu) has be*e*n so repeatexlly accommodated. 
Agiiin, in the e ase s e)l Cordon v. London City and Midland Bank, and 
Gordon Capital and ( onnties Bank (1993). the j>osilion of a banker 
who cre*dits his custe)mer with the amount of a crosserl che'que 
which is paiel in for eollertiem before* jiaynient is made was fully 
ronsidere*d. The banke rs he'lel the }ositie>n that the\v wvre entitled 
in any case* te) the preite*ctiem of the statute. The position taken 
up by the'in. as summarise*d by Sir John Paget in his “ Law of 
Hanking,” was as feillenvs : They clainu*d (I) that the crediting 
as cash c'emstitute ei Ihe'iu holelers for value, apart from the condition 
of the account ; (2) that they were neve*ilhele*ss within the pro- 
tection of sec. 82 with re*gard to crosse*d cheepu's so crexlited ; (3) 
that they had the right to ele*bit the customer’s account with the 
amount of a clu'epu* so ciedite*d it dishonoured ; (4) that tlu*y had 
the right, aftt‘i so cri*diting a cheque, to return a cheque drawn 
against it by a custonu'r, witli tlie answer ‘ Kffects not cleared.’ 
The judgments in the casi^s just cited have shown that pro{>ositions 
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2 and 4 are untenable/’ A banker had to accei>t one |H)sitiou or 
another. 

It is unnecessary now to enter into the whole discussion, since 
the Bills of Exchange (Crossed Cheques) Act, 1908, has provided 
that “ a banker receives i)aynient of a crossed el ioque 
^ for a customer within the meaning of sielion 82 ol 
the Bills of Exchange Act, 1882, notwithstanding 
that he credits his customer’s account with the amount of the 


cheque before receiving payment thereof.” 

The requirement that a banker must not l)e guilty of negligence 
must be carefully noticed. It has been held that a per proc. signa- 
ture acts as a notice that the jx^rson who thus signs has but a 
limited authority. A l)anker is negligent who does not iinphre 
into the extent of the authority of the jHison who signs in 
this manner, and if an indorsement is lorgtd lu* will bo heltl 
responsible for any loss arising through him. 

The addition of the words “ not negotiable ” changes the character 
of a cheque completely. The document c»‘ases to be a negotiable 


Not 

Negotiable. 


instrument, and a holder in due course has no rights 
to it beyond thost^ which wt‘re enjoyrd by his iinme- 
diat(‘ transferor. Hut the bankei who collects and 


the banker who p.avs such a checpie are lully |)rolected, provided 
the collection and the payment are in good laith, without negligc nct*, 
and in the ordinary course of busimss. 

A custom has aristm with regard to the marking of cheques, which 
means that the banker who thus marks a checpie certilit s to another 
banker that the checjue will be paid. It does not, 

Ch^u^ however, amount to a binding representation on the 
part of the banker to a holder lor value that the 
cheque will be paid. 

Again, in addition to crossing it is now veiN' (omrnon for a 
cheque to lH*ar the words, “account of pa\t*e.” 1 hc's«- words 
have no legal significance, and the negotiabiIit\ of a ch<'qui* 
which liears them is not in any way limited. Banks have ndusetl 
to take any res|>onsibility as to che<|u<*s s^> cross<*d, 
becaus<; the jjaymeiit of a vast number of such instru- 
ments through the (bearing Hous<* would lx* greatly 
impeded if these words created a legal limitation. Tla-y may, 
however, in some cases constitute distinct notice to a receiving 
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hanker, and if disregarded may give rise to an action for negligence. 
On this point see. the case of Sevan v. National Bank (1907). 

Uj)on payment a cheque ])ecomes the property of the drawer, 
but. a hanker is entitled to retain the cheque of his 
customer as a voucher until the account between 
(liem is stdtled. 

As far as regards hills of exchange, other than cheques, hanks 
:ire princij)ally concerned with their negotiation, and the ])Osition 
of a banker is no more favourable than that of any 
Exchai^e other person. It is therefore necessary for their 
own jirotection that bankers should make special 
arrangt'inents with tht‘ir customers in order to avoid risk of loss. 
Many bills an^ accepted payable at a particular bank, and the bank 
must pay them in due coiirsi* if they have contracted to do so with 
their customers, 'rhert* is no reason, however, why the bankers 
should not im|)ose sjH cial conditions upon their customers so as to 
protect tlieinstdves against fraud and lorgeries. 

The flt‘finition ol a bill of exchange has been already given. It 
is a di'finition which should bo committed to memory by every j>erson 
connected with banking business, and the w'hole of the qualities 
necessiiry to render a document a valid bill of exchange, and there- 
fore a lU'gotiable instrument, should be most carefully considered. 

There is no particular form of words needed for a bill of exchange, 
but it is Siddom that an inland bill, i.e., a bill drawn and payable 
within the British Isles, or drawn within the British Isles ujx)!! some 
|HU'.son resid('nt therein, differs from the following : 

£450. London. \sl. 1905. 

Three months after date pay to Mr. Alfred Jones 
Form of Bill, or order the sum of four hundred and fifty pounds for 
value received. 

To John Smith. 

Mk. IvOMl^Mi K(>B»- 

Sdiithainptoii.” 

Smith is the drawer of the bill, Robertson the drawee, and Jones 
the payee. As soon as the drawee has written his signature across 
the face of the bill, he is said to have accepted it, and he is called 
the accej)tor. The Bills of Exchange Act does not require anything 
more than the signature (sect. 17), but it is a common practice for 
the acceptor to write the word “ accepted above his signature. 

The amount for which a bill is drawn is generally indicated in 



THE LAW OF BANKING 


151 


Amount. 


figures in the top left-hand corner, and in words in the IhxJ>' of 
the bill. If the amounts do not agree, it is that 
denoted by the words which governs the instninu*nt. 
A bill is quite valid, although it is not dated, or even if it is ante- 
dated, post-dated, or dated on a Sunday. The words “ for value 
Date and received ” are almost invariably used : but tlu‘y are 
Statement quite unnecessary as consideration for a bill of 
of Value. exchange is alw'ays j)resumed until the contrary is 
shown. 

Bills vary greatly as to the times at which they are drawn. Some 
are drawn “at sight,” others “on demand.” The time at which pay- 
ment is to be made is fixed by the bill itself ; but in 
^cTrace**^ the case of bills wdiich are drawn otherwise* than "at 
sight ” or “ on demand,” a jH*riod of three extra 
days is allowed, called “ days of grace,” IkMou* payment can be 
demanded. Thus, if a bill is drawn on the 1st January pay- 
able in three months (and month by the Act means a calendar 
month) the date of payment is the 4th April. If the 
third day of grace falls on a Sunday, ('hristmas Day, 
Good Friday, or a day ap})ointt‘d by Koval PnK'lama- 
tion as a public fast or thanksgiving day, the bill is payablt^ on th<‘ 
last preceding business day ; if it falls on a Hank Holiday, tlu‘ bill 
is not payable until the next succeeding business day. If the last 
day of grace is a Sunday, and the preceding day a Hank Holiday, 
payment is due on the succeeding business day. No days of grace 
are allowed in the case of bills which are i)ayable on demand (includ- 
ing cheques) or at sight, and no days of grace are allowed if a bill 
is drawm in some such style as the following : “ Payable, St!j)t. lOth, 
1905, fixed.” 


The payee of a bill is very frequently the draw'er hirnstif. The 
wording of the bill is then “ pay to me or my order.” Instead of 
being made payable to order a bill may l>e made pay- 
able to bearer. By section 8 of the Act a bill is 
payable to bearer which is expressi*d to Ik* so pay- 
able, or on which the only or last indorsement is an indorsement 
in blank. And by section 7, where the payee is a fictitious or non- 
existing person the bill may be treated as payable to iKarer. This 
last named section gave rise to a remarkably interesting case, which 
was eventually decided by the House of Lords in 1891, and the 
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case is very im|)oi*tant because it shows what liability may attach 
to a l)anker at whose; bank bills are made |)ayal)le, and how such 
liability may l)e avoided. The facts of the case were as follows ; 
Messrs. C. Petridi and Co. were a firm carrying on business at 
Constantinople. Vucina, a foreign corres|)ondent of the firm of 
Messrs. Vagliano, who carrit^d on business in London, was in the 
habit of drawing bills on Messrs. Vagliano to the order of Messrs. 
Petridi and ('o. A clerk who was employed by Vagliano forged 
certain bills, having himself put in the name of Petridi as payees, 
and that of Vucina as drawer. As the bills were i)ayable to the order 
of Petridi an indorstmient was necessary, and he forged the indorse- 
ment of Petridi and made it an indorsi^ment to a non- 
° ** existing person, to whom he gave the name Maratis. 
rile bills were made payable at tht; Hank of England. 
When they were pres<'nted in due cours(‘ at the bank tlu‘ bills were 
paid across the counter. In this way the clerk of Vagliano managed 
to st'cure somt'thing like £7(),(X)0 for himseli. At liuigth the forgeries 
were discovered, and the question then arose as to who should bear 
the losses incurred, Vagliano or the Hank of England ? It was 
eventually decided that the bills having been made paxable to a 
non-existing juTSon th(‘V were payable to b('an;r, and the bank 
incurred no responsibility through having tri‘ated them as such. 
It was also held that a fictitious or non-existing person includes a 
real |HTSon who never had or was intended to haw* any right in 
the bill, and who was nam<xl by way of pr(*tt*nce only. The case 
of Vagliano was folkiwed and a]>pruved in 1897 in an action on 
certain cheques (i'liition v. Attcnhoroit^^h). 

Hut this doctrine must not be pushed too far. Thus, in Vinden 
V. Huf^hes (1905). the plaintiffs, market salesmen, had in their 
employ a confidential clerk and cashier whost' duty it was to fill 
Case of cheques payable to the oriler of various customers 

Vinden v, of the plaintitTs with the names of such customers and 
Hughes. amounts payable to them respectively, to obtain 

the signatures of the plaintiffs thereto, and then to }H.>st the cheques 
to the customers. Hetweon the years 1901 and 1908 the clerk 
made out twenty-seven cheques to the order of various customers, 
amounting in all to £487, obtained the signature of the plaintiffs 
thereto, and misappropriated them, and, having forged the indorse- 
ments, negotiated them with the defendant, who gave full value 
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for them in good faith, and obtained payment for tliein from 
the plaintiffs’ bankers. On an action being brought (o recover 
the amount so received from the defendant it was held that in the 
circumstances of the case it was impossible to come to the conclusion 
that the plaintiffs when drawing these checpies had used the names 
of their customers by way of pretence only, and consequently 
that the piiyees were not “fictitious” jKTsons within the meaning 
of sect. 7 of the Hills of Exchange Act, that the fraudulent indorse- 
ments by the clerk were no authority to the defendant to hold 
the cheques, and that the plaintiffs were entitli*(l to judgment for 
ihe amount claimed. 

A banker, however, very frequently discounts bills, and if he 
does so he must, in order to secure payment in due* course, tultil 
all th(* duti(‘s which fall u)u)n an ordinary individual. 
If he takes a bill from a pi‘ison who has forgc'd 
an indorsement hi* gels a worthless document. No 
title can bo made through a forgery. Hut if he takes a bill from 
a jK*rson who himsi‘lf took it with a forgc‘d indorsement upon it, 
the banker can di'mand repayment from his transferor, or from an\’ 
jXTSon who has been a holder of the bill subsequent to the forgery 
and w’ho has indors<‘d the bill, of the amount which he has paid for 
the bill. 

It cannot be too carefully remembered that every holder of a bill 
of exchange is presumed to be a holder in due course, and that if 
value has been given for the bill at any time, it will be no defence 
to an action on the bill against any party, w'ho was a party to it 
previous to its last transfer for value, that he received no consider- 
ation for it. Hut there is no right of action against an immeiliate 
transferor unless value is given. For examj)le, if a bill is drawn and 
accepted for value, and then transferred through the hands of 
several persons, and at last handed as a gift to the holder, the 
holder can recover the amount for which the bill is drawn from any 
person whose signature api)ears uj)on it, except the jKirson from 
whom he received it as a gift. 

Valuable consideration fora bill is constituted by {a) any consider- 
ation sufficient to sup|)ort a .simple contract, {h) any antecedent 
debt or liability. It is thus j»ossiblc to have a past 
consideration for a bill of exchange, a thing generally 
out of question by the ordinary law of contract. 
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I'he stamps which indicate the duty paid upon bills of exchan^^e 
and without which no bill of exchange, cheque, or promissory note 
is valid, are fixed by various Acts of Parliament. 
Stomps. They are as follows : 


Bills payable on demand, or within three days after date 
or sight (for any amount), or in all cases when the 


amount does not exceed £5 . . 

. . 

.. Id 

When the amount (jxceeds £5 and docs not 

exceed £10. . 

.. 2d. 

£10 „ 

£25 . . 

.. 3d. 

£25 

„ £50. . 

.. 6d. 

.. £50 

£75.. 

.. 9d. 

£75 

£100 

.. Is. 


When the amount exceeds £100, Is. for the first £100 and an 
additi(uial Is. for every fractional part of £1(X). 

An adhesive stain]) may be used when the amount of the duty 
is Id., but the stamp must be affixed at the time of the issuing of 
the bill. In every other case an impressed stam]) is necessary. The 
penalty for non-cornpliance with the stamp requirements is £10. 

A foreign bill, drawn and expressed to be payable abroad, which 
is negotiated in the United Kingdom, is stamped as an inland bill, 
exce])t that when t lie amount is between £50 and £100, a 6d. stamp 
only is required, ami when the amount exceeds £HK), a 6d. stamp 
is require<i hu* each fractional ]>art of £100. 

There ari‘ I wo dang<M S still to which a banker, as well as any other 
jvrson, may In* exposi*d in dealing with bills of exchange if he occu- 
pies tlu ]>osition of a holdi'i. The first is concerned 
Issue of Bill, with tlu’ issuing of the bill. A deed is of no effect 
at all until it is delivered, and in the same way a bill 
of exchange, although com|»lete in form, may be of no value at all 
iH'causi' it has never been tlelivereil. Thus a bill may 1 h' drawn 
by a merchant and pl.iced in his desk. If the bill is stolen by any 
dishonest jn'ison, and an acceptance forged, with possiblv the addi- 
tion of one or more indorstunonts. the |H'rson who takes it has no 
right of action against the <irawer, whatever may be his remedies 
against any of the other parties, assuming that some of the 
indorsements turn out to Ih^ gemnne. There has In^en no delivery 
of the bill, and until delivery there is no liability. 

The second danger is the |X)ssible alteration of the bill. By 
section 64 of the Act it is declared : 
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Jl) “ Where a bill or acceptance is materiall\- altered without the 
assent of all parties liable on the bill, the bill is avoided except as 
against a party who has himsidf made, authoiisi'd, or 
assented to the alteration, and subsecpient indorstus. 
Provided that, where a bill has been materially 
altered, but the alteration is not apparent, and the bill is in the 
hands of a holder in due course, such holder may avail himself 
of the bill as if it had not been altered, and may enforce pa\inent 
of it according to its original tenor. 

(2) “ In particular the follow'ing alterations are maft'rial; namriy, 
any alteration of the date, the sum payabh*, the time of payment, 
the place of payment, and where a bill has Ix^en accej)ted generally, 
the addition of a jdace of payment without tht‘ acceptor’s assent.” 

This s(‘ction was considered and applied in the case of ScJwlicId 7'. 
Karl of Londrshorotigh (1896) where a bill originally drawn lor ,(,500, 
Londes- stamped pa|HT sulheient to covt r /’8,5(K), was 

borough’s fraudulently changed from the fornur to the latter 
sum. There was no dotibt that the bill was drawn 
negligently and with spaces left vacant so that thi* fraud was not 
difficult to carry out. Hut it was held that the* acceptor of a bill 
of exchange owes no duty to the drawer of tlu' same, or to any |H‘rson 
taking the bill, other than to pay it on presiuitment, so that if the 
bill is accepted as prcstuited, the accejdor is not liable, even though 
he has been negligent, to a holder for value of a bill fraudulently 
altered after acceiJtance. At first sight this decision apjKars to 
conflict with that of Young v. Grote, wdiich has Im i ii noticed earlier 
in connection with the alteration of the amount of a cherpie. Hut 
the distinction is clear. In the cast? of a bill of t^xchangc* there 
is no privity of contract except b(‘tw’een immediat(‘ parties, so far 
as a duty to avoid negligence, etc., is concerned. In the case of 
a cheque there is a direct connection Indween the banker and his 
customer, and each is bound not to do anytliing to injuie the 
interests of the other in any w'ay. See alM> ( fdonial Hank v. 
Marshall (1906) referred to at p. 141. 

Acceptance of a bill of exchange has already Inen explaimcl. 
Acceptances may be either general or qualified. A general accept- 
ance is one which assents without qualification 
to the order of the drawer. A qualified accejitance 
may be 


Kinds of 
Acceptance. 
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(a) Conditional, that is, dependent upon a condition stated in 
the acceptance, 

(/;) Partial, that is, an acceptance to i)ay a jjart only of the 
amount for which the hill is drawn. 

{(•) Local, that is, an acceptance to pay at a j)articular place, and 
there only. 

(d) Qualified as to time, when a hill drawn for three months is 
accepted for six. 

(c) An acceptance liy some and not hy all of the drawees, when 
there are more than one. 

The holder of a hill may refust* to take a (pialified accejitanci*, and 
if he does not ohtain an unqualifit*d acee|>tance, may treat the hill 
as dishonoured for nv)n-acc<*ptance. It is the common 
practice to ohtain tlu* acce]>tance of the drawee as soon 
as possible. It generally facilitates Iht* nt‘goliation of the 
hill. When a hanker takes a hill Jis holder in dm* course it 
is generally from the payee, who is often the drawt*r, din*ct. Hut 
wh(*n a hill is intt'nded for circulation amongst the commercial 
eonununity the addition of name after namt* hy way of indorse- 
m(*nts (*nhances tin* value of the instrument. In some cases the 
hill is not eaj)ahle of eontaining all the names of the indorst'rs. A 
slip of pa|)er is then attached to receive the further indorsements, 
and this slip is known as an “ allonge.” 

When a hanker becomes the holder of a hill of exchange in due 
course it is his duty to present the hill at the proiHT time and place 
Presentment acceptance and payment. An accej)tance may he 
given at any time before the bill becomes due. 
Prest*ntment for payment must he made when the hill arrives at 
maturity, and although the Act allows f>restmtment to he disjx'nst^d 
with in certain casi*s, it is always advisable to presi'nt it if |K)ssihle. 
If a drawee refuses to accej>t a hill, or if, when he has accej)ted, 
he refust‘s to pay the same at maturity, the hill is said to l)€ 
dishonoured. The holder must at once give notice of the dishonour 
to all parties to the hill whom he wishes to hold res}X)nsihle for 
the default of the drawee. The rfotice is generally given in writing, 
and should Ik' sent immediately. In the ahstmee of special 
circumstances the following are the rules laid down as to the 
time for giving notice of dishonour : 
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Notice of 
Dishonour. 


{a) Where the i>erson pving and the })erson to receive notice 
reside in the sjime place, the notice must Ih' /^'iven 
or S(‘nt off in time to reach the latter on the day alter 
the dishonour of the bill. 

(b) Where the person giving and the i)erson to receive notice 
reside in different places, the notice must be sent off on the day 
after the dishonour of the bill, if there is a jx^st at a convenient hour 
on that day, and if tliere is no such jH)St on that day then by the 
next post thereafter. 

Each person to whom notice of dishonour is given has the same 
time in which to give notice to .any parties to the bill whom he 
desires to make res]>onsible. 

It should Ih' noted that a jHuson Ix'cornes a part\’ to a bill by 
writing his name thereon. Therefon* the drawer, tlie acceptor, and 
every indorst r is a party to the bill and liable thereon. 
**^^*8^11^^** The acceptor is always the |H*rson who is j>rimarily 
liable, and if he fails to mei‘t the bill the holder can 
j)roceed against the draw(*r or any indorser whom he c hooses to hold 
resj)onsil)Ie jnovided that j)ro[H‘r notices of dishonour have* been 
given. So an indorser who pays the bill and nreives it Iroin the 
holder can in turn sue the drawer and any of the previous indorsers. 
It is for the pur|)OSc' of keeping thest^ remedies alive that the law 
lays such great stress upon the due observance ol the rrrles as to 
notice of dishonour. 

If a bill is dishonoured by non-acceptance for any reason, the 
holder may take the ac'ceptance of any |H*rsorr other than tire drawee, 
Acceptance "bo accepts for the? honour of the draw<‘i or any 
for Honour. indorscT. This is called an “ acceptanc i* for honour.'’ 

A bill of exchange is discharged and all rights of action rr|K)ir if 
are extinguishc-d in the most ge neral way by the acreptor’s paying 
the amount thereof according to the tc'iror ol the 
instrument. Hut a discharge can be c ffertc-d in other 
ways. The bill niav, in the course- of negotiation, 
get into the hands of the acceptor as a holdc-r irr due course. If 
this hapix-ns at the time when or after which pavnienf is due, the 
bill is disch«'irgc‘d. Again, the holdc*r may, aftc*r pa\'inc-nt is due, 
renounce his right ot action against the acceptor, and if h<* doc*s 
so either by delivery of the !>ill to the acceptor, hy making a 
renundation in writing, or hy cancellation, the hill is disc harged. 
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Many bills are drawn, accepted, and put into circulation without 
any consideration j)assing, the various signatories lending th*eir 
names to oblige their friends. Such bills are called 
“ accommodation bills,*' and the j)ersons who draw, 
accept, or indorse them are called “ accommodation 
parties.” Until value has been given, no party is liable to pay 
the amount of the* bill ; but directly value has been given, a holder 
in due course has a right to proceed against any of tlu* signatories, 
(^ven though he knows that the bill is only an accommodation one. 


If a l)ill (including, of course, a promissory note and a cheque) is 
given for a wagei ing or a gaming debt, the winner cannot sue the 
loser upon it. But if tlu* instrument is transferred for 
value to a third person, who is unaware of the fact 
that it is comurted with a gaming transaction, such 
thinl |H‘rs<in can enforce payment. 


WagerinK 


It is s|K*cially provided by sections 69 and 70 of the Act of 1882 
in tlu* casi* of lost hills that ” where a bill has been lost before it is 
Lost B’ll <^verdue, the |H*rson who was tht* holder of it may 
apply to the drawer to give him another bill of the 
same tenor, giving security to tin* drawtT if recpiired to indemnify 
him against all persons whatever in case tlu‘ bill allc‘ged to have been 
lost shall lie found again. If the drawer on request as aforesaid 
reluses to give such duplicate bill, he may be compelled to do so. 
In any action or jaocivding upcni a bill, tlu‘ court or a judge may 
ordt‘r that the loss of the instrument shall not be set up, i)rovided 
an indemnity be givt-n to the satisfaction of the court or judge 
against the claims of any other pTson u|>on the instrument in 
question.” 


Whatever has been said so far has had reference to inland bills. 
All other bills which do not fall within the definition of an inland 
« given above are called foreign bills. A foreign 

bill generally consists of a set of three bills, identical 
in terms, except that each is expressc‘d to be jiayable only on 
condition that neither of the other two has bec*n paid. When it is 
necc'ssary to jxist the bills the\"' are transmitted .separately, and 
the risk of losing the bill —for the three together constitute one bill, 
unless the drawer accepts more than one part — is greatly 
diminished. A common form of a foreign bill is the following : 
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LoHiion. Ks/. 1905. 

F^r 20,000 francs. 

At twenty days after si^ht of this first of c.uhiuif^e (strond and 
third unpaid) pay to the order of M. Adolph Lebrun hventy thousand 
francs, for value received, and place the same to account tis advised. 

To Joseph Williams. 

M. Emil Blanc. 

Mars(*ilU‘s.“ 

The law wliicli governs foreign bills of excliangc is, in the main, 
the same as that a])plicable to inland bills. 'I'licit* an*, however, 
three differences which ought to be noticetl. 

(1) It is a very common thing for a foreign bill to be drawn at 
one or more “ usances.” The term ” usance ” signifu's customary 
time, that is, the time of j>aym(*nt as rixe<l by custom, luivmg reganl 
to the place wh<‘re the bill is drawn and tin* place* wh(‘re il is payable. 
The true date of payment is calculated b\ adding tlu* tlu<‘c days id 
grace to the usiince. 

(2) It is necessary for an inland bill to be written upon duly 
stamped paj)er whenever the duty exceeds one penny. There is 
no necessity to stanij) a foreign bill belore it is issued. It cannot, 
however, be negotiated within the United Kingdom until the stamp 
has been affixed. 

(3) If a foreign bill is dishonoured the fact must bt* noted by a 
notary public. It is also necessary for a declaration in writing to 
be drawn up as to the dishonour. 

A promissory note is defined by serf ion 8.3 of the Art as an 
“ unconditional promisi* in writing made by one person to another 
signed by the maker, engaging to pav on demand or 
at a fixed or detenninabli- tuture tinn-, a sum certain 
in mone\', to, or to the order ot, .a s|H'cili» fl jM-rson or 

to bearer.” 

If an instrument is drawn in the form ol a note payable to the 
order of the maker, it does not become a promissory note w'ithin 
the meaning of the al>ove definition until it has been indorsed by the 
maker. It is to be observed that a pronrissory note is not invalid 
only by reason that it contains also a jiledge of collateral security 
with an authority to sell or dispose of tlie same. 

Just as a bill of excliange is invalid and does not bind the drawer 
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until delivery has been made, so a promissory note is inchoate and 
incomplete until delivery has been made to the payee or to bearer. 

The common form of a promissory note is as follows : 

London, Sept. l.s/, 1905. 

£50. 

Four months after date 1 promise to pay to Mr. Alfred James or 
order the sum of fifty pounds for value received. 

Thomas Holden. 

The note may ])e drawn for any time, or on demand, and may be 
made payable to bearer, instead of to order, like a bill of exchange 
or a cheque. 1 1 is transferable like any other negotiable instrument, 
and may l)e indorsed like a bill of exchange or a cheque. The maker 
is the person ])riniarily liable upon the instrument. If he makes 
default each of tiu* indorsers can be sued. Hut no indorser is liable 
upon the instniinent until the note has been presented to the maker 
and ])ay merit has been refused by him. 

A noti* in a form similar to that of the example given above 
may be signed by two or more |)t‘rsons, “ we ” taking the place 
of the word “ I.” According to the tenor of the document the 
parties may make thoms<dves jointly or jointly and severally 
liable ui)on the note. 

Pres(*ntinent for payment must be made within a reasonable time, 
otherwise the indorst*rs will be exonerated from liability. 

In addition to the principal bu.siness connected with cheques, 
bills of exchange, and promissory notes, bankers frequently under- 
Goods etc. custody of documents and valuable articles 

Deposited of projierty. Plate and jewels are often dejx>sited, 
with Bankers. generally enclosed in strong boxes and placed 

in sjH*cially constructed rooms at the bank. It is not usual for 
a banker to make any charge for taking care of the valuables of 
a customer, and he is then in the )>osition of a gratuitous bailee, 
that is, he must take all ordinary care of the valuables and not 
run greater risks than he would do if the articles were his own. 
But if tlie banker charges a commission for keeping the goods he 
becomes a bailtH? for reward, and asrsuch he is liable for negligence. 
The delivery of the goods to a jKTSon other than the owTier who has 
no authority to take them stands ujX)n a different footing. This 
may amount to a wrongful conversion of the goods, for which the 
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banker will be resjwnsible, irrespective of any neglif>;ence. The docn- 
m^nts usually deposited with a banker are title deeds, eertiticates 
of shares, bonds pa 3 ^able to bearer witli couiwis attached, etc. In 
the case of the last named it is a common practice for the banker 
to undertake to cut off the cou]X)ns as they become due, to prest‘nt 
them for payment, and to credit the customer with the amount 
obtained. With respect to these documents the banker's jK>sition is 
that of trustee and agent for his customer. He obtains no title 
to them and cannot deal with them on his own account. With 
cheques and bills it is different. If a banker becomes t)ie holder 
in due course of a cheque, or discounts a bill, his projH'rty in each 
is complete. 

To secure himself against any loss, a banker has, by the law 
merchant, in addition to or in lieu of any sjH'cial security, a gtuieral 

, . lien u|>on all securities deposited in his hands bv his 

Lien. ... . , 1 1 • . i 

customer, if it can be shown that such si'cunties have 

come into his }X)ssession as a banker in order that lu‘ ma\- |H*rform 

some office in re.sf)ect of them, which it is his <luty as a banker to 

carry out. A lien is a right to retain and keej> back a thing bom 

the rightful owner until some liability has been extinguished. 

But a lien dot^s not entitle the poss<‘SSor to dt‘al with the thing in 

a general way. In the case of a banker tlu‘ lien doi‘s not extend to 

the articles of value mentioned in tlu’ last paragrajih, ilejKisited for 

safe custody at the bank, nor t(»'surli documents as ricasuix bills 

which are placed in the hands ol a banker so that interest may Im* 

received ii{)on them, and that the bills themsi*lvt*s may lu* exchanged 

for new ones when due. These offices, although commonly 

j)erformed by bankers, constitute no part of tlieir ordinary dulit‘s. 

The right of lien is, however, far from sufficient securit\’ for a 

banker whose liusiness must largely consist, if he is to carry on the 

^ business of lianking profitably, in making advanc<*s 

Securities. . , ’ . . , , - , 

to customers and others. Stcurilies of various kinds 

are dejxisited in the sha^x^ of a pledge. If there is an actual transfer 

to the banker he obtains an absolute title, so that no (jueslion can 

arise unless there is something radically wrong with the stcurities 

themst*lves. Hut if the de{x>sit is by way of pledge, the jiosition 

of the banker will l>e seriously affected according as the s<*njrilies 

are or are not negotiable instruments, and are liearer or order 5<*cur- 

ities. The utmost care is necessary in dealing with such things 
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as bonds which brokers are frequently in the habit of deix)siting 
with bankers as security for a loan. The position of a banker 
who takes such securities is not a safe one unless he receives the 
instruments in good faith and the instruments themstdves are fully 
negotiaI)le. 

The whole jiosition with resjX'ct to such securities was fully 
considered in two cases decided by th(‘ House of Lords in 1888 and 
1892. 1'he lirst w'as Lord Sheffield v. London Joint 
Stock Bank, Limited. The plaintiff gave certain 
certificates of railway stock with transfers thereof executed by him 
in blank to a |K*rson named Easton, and also a number of bonds of 
foreign companies (which W(‘re allegi‘d to lu* m‘gotial)le securities), 
for tilt* purpose of raising £26, (KK). Easton handed these securities 
to one Mo/ley, a moneylender, to stcurt* £26,(KXl advanced by 
Mozley to Easton. Mozley then de|>osit(‘d the translers and secur- 
ties, together with other securities of his customt*rs. with various 
banks, as security for large loan accounts running hetwt*en him 
and them, tlit* blanks in the transfers of stock being tilled up with 
the names of the nominees of the banks. The hanks in so dealing 
either actually knew, or had reason to believe, that the securities, 
tlid or might Ix'long not to Mozley hut to his customt^rs. Mozley 
became bankrupt and the defenflant bank sold some of tlu* plaintiff’s 
securities, and clainii’il to hold the proceeds and the unsold remain- 
der as security for all the debt due to them from Mozley. It was 
held that though the hank had a legal title to the st*curities they 
were not purchasers for value without notice hut ought to have 
inquired into the I'xtent of Mozley ’s authority, and this whether 
the sc*curities were negotiable or not ; and that ui)on payment 
to the banks of the money ailvanced by Mozley to Easton, the plain- 
tiff was entitled to the value of such of the securities as had been 
sold by the bank, and to redeem tlu* remainder. 

The st‘Cond case was that of London Joint Stock Bunk, Limited, v. 
Simtnom. There a broker in fraud of the owner pledged negotiable 
instruments together with other instruments U'longing to other 
persons with a bank as a security cn bloc for an advance. The bank 
did not know whether the instruments lx*longed to the broker or 
to other |X‘rsons, or whether the broker had any authority to deal 
with them, and made no inquiries. The broker absconded and 
the l)ank realised the securities, a )x>rtion of which were the 
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})roperty of Simmons. It was held that as the re had l>een no cir- 
cumstances to create suspicion the bank was onlilled to retain and 
to realise the securities, having taken negotiable instruments lor 
value and in good faith. 

For the benefit of the commercial community llie nuinl>ei ol tiilly 
negotiable instruments is being from time to time increased, but a 
lianker must satisfy hims(‘lf as to the nature of liis pledge before 
he can feel that he is }X‘rfectly st‘cured. 


Shares in public companies are frequently depositid as securitw 
They are not always of a satisfactory nature, unless tlie banker 
takes care to acquire* the legal title* te) thein. fhe 
mere dojuisit ot the ceTtilieates gives him nothing 
more than an e'epiitahle title, and it may tuin e>iil that 
there has been some e)tlie*i (lending in the shares which ma\‘ postpone 
the rights of the banker. For his own seem it v he should have them 
transferre^d into his own name or into the* name* ol a nominee. 11 
the transfer of the shares is re*quire*d, unde r the Artic le s ol Associa- 
tion, to be by deed, it is not sutheie-nt for the banker to take a 
blank transfer, as was commonly done^ until the* decision of l\>wdl 
V. London and Provincial Hank (1893), and the‘n to till in tin* name 
of the transferee when the occasion lor deiing so arises. It is 
not advisid)le to lake shares which are not full\ paid up, as 
the transferee is liable for tlu*. whole amount ot tin* unpaid (alls. 
Notici* is given to the company that the hank holds an e(|uitablc 
charge, and the company generally acknowledges the* leceipt ol 
the notice. 


A life insurance policy is a S(*curity ujhui which money is (»tten 
advanc(.*d. The amount lent, however, should never exceed 
th(* surrender value fixed by tin* Insurance (‘ompany. 

Policies?* The Strictest inquirv is n«*('essary in order to see 
whether the |Kjlicy has be(*n issued lor the U nefit 
of any other |H*rson than the one insured. 'Miere is, moreover, the 
ever-})resent danger that the in.sured ma\ do something to invali- 
date the jxilicy. A banker, therefore, who makes advances u|>on 
such a security should stipulate for the right to surrender the |>olicv 
ujx)n the failure of the insured to pay any ol tin* i)reniiums iqxin 
the policy, because it is very unlikely that if there is a single 
delinquency the insured will trouble to kt*(*p the banker indemnified. 
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Amongst the many other kinds of securities dejx>sitcd with a 
hanker to cover an advance* l)ills of lading, dock warrants, and 
delivery orders are exceedingly common examples. 
Latog °etc ^ documents which possess many of the 

qualities of negotiable instruments, although, strictly 
speaking, they are not such. A person who is the holder of any of 
these docum(‘nls is priml facie entitled to the goods named therein, 
and if the holder demands th(‘ir delivery from the j)erson who is in 
possession of tin* goods, such possessor cannot retain the goods if his 
charges, etc., are jiaid unk'ss he has some sjiecial claim against any 
of the prior holders of the bill of lading, (‘tc. When an advance is 
madt* upon tin* d(*posit of such securities, tin* bill of lading, etc., 
is indorsed to tlu* banker, and he can realise his security if the loan 
is not repaid. 11u‘ h'actors Act, 1 889, has lH‘en of jx'culiar value 
to bank(*rs in this resp(*ct, for it has conh*rred upon them the right 
of pledging goods which they have in tlu‘ir possession, or of which 
they hold the docuinenls of title, under certain conditions. Section 
2 provides that wh<*re a mi*rcantile agent (and this includes a banker) 
is with tile ('ons(*nt of thi* own(*r in poss(‘ssion of goods, or of the 
documents of titk* to goods, any sale, }>ledge, or other disposition 
of the goods madi* by him wlu‘n acting in tin* ordinary course of 
business of a mereantilt* agt*nl shall, subjt'ct to tlu* provisions of 
the Act, In* as valid as if he wt*re expressly authorised by the owner 
ol the goixls to make the same : provided that tin* jvrson taking 
under the disposition acts in good iaith and has not at the time 
of the disj)osition noiiie that the jH*rs(Mi making tin* dis))osition 
has no authoritv to make the same. Hv section 8 it is enacted 
that a j^ledge of the documents of title to goixls shall be deemed to 
be a pledge of the gOixls. 


Any docuuu'uts accompanying bills ol lading, etc., such as insur- 
ance policit's or v ertiheates of insurance, should be (h*}H)sited with 
the securities : and it is alwavs advisable that a note or 
nicmorandum shoidd In* taken wh<*n any kind of dc{>osit is made. 


Another form of securit\’ is a bill of sale. In taking such a 
security a banker needs to oxercist* much caution. At the Ivst 
Bills of d ^'dul of security much in favour with the 

principal banks, unless there is something e.xceptional 
alK>ut the transaction. It is well known that a bill of sale may be 
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granted, under the Bills of Sale Act, 1882, for so low a sum as ilM). 
It would lx* very strange if a banker showed an\’ inelinatioii to make 
advances of small sums upon st*curity which had to lu* ol>taiiu*d in 
this way. Much care, also, is rt'(juire<i in dealing with bills ol sale, 
and it would be unsjife to rely upon such documents as a M)imd 
security unless they liave been carefull>* prej)ared and examined 
by a solicitor acting on behalf of the bank. 

When title deeds are deposited as a security for a loan, the 
question of the riglit to such deeds may arist* in the event of the 
borrower being unable to repa\ the amount of his loan. 

Mor^g<r fullest investigation is thmefore necessary before 

an advance is entertained. 'I'he deposit ol title 
deeds with or without a memorandum of deposit constitutes an 
equitable mortgage. 'I'lie j>ro|»ert\- rej»resent(‘d bv the deeds ma\' 
be freehold, leasehold, or copvhold. 'I'he absence <•( lorinalit\’ 
in taking a security of this kind coniUKuids itst ll with great force 
to bankers. If the d(*eds are retained by the bank, or if the\'aii‘ 
dealt with with pro|H r precaution alter having Imcu dejKrsited, llie 
security is nearly as valuable as if a h*gal mortgage had been made. 
The remedies of an (‘(piitable mortgagee are not the same a-s those 
of a legal mortgagee, it is true, but upon an application iM-ing made 
to the court there is jirobably a right to obtain an order tor salf‘ ot 
the lands as well as for foreclosure, which is the ordinaiy leinedy 
when an ecjuitable mortgagee wishes to realise his sediiitw If a 
banker wi.shes to secure hims(‘lf fiuiher, he should obtain an under- 
taking from the mortgagor to give a legal inortgagi* if recjuired, ami 
where this undertaking has been given a mortgagor will be coin- 
tilled to fulfil his obligations. For several reasons, espcj iallv on 
account of the existence of what is known as “ tac king,” a banker 
should avoid the doubtful sf'curity of anything les^ than tin- first 
mortgiige of projxTty. (in'at care is required in estimating what 
is the extent of the loan which may be safely advanced upon the 
security of landed projx-rty. If there are Imildings, detJTioration 
must I>e allowed for. The question of insiirancf* innst also be con- 
sidered. And if th<‘ projK-rty is leas< hold, the k ngth of the lea.s<‘ 
will lx.* a most important factor in coming to a derision n|x;ii this 
IK>int. 

The last kind of security which need Im- noticed here is a guarantee. 
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A guarantee has l>ecn defined as a promise to answer for the debt 
G arantee another, made to a jxirson to whom that otfier 
already is, or is about to become, answerable. By 
the fourth sc*ction of the Statute of Frauds a guarantee must be in 
writing, or there must l>e a memorandum of it in writing, signed by 
the guarantor or by his duly authorised agent. As difficulties 
often arise, upon the construction of the document a guarantee must 
be most can'fully drawn. Unless it is under seal, that is, made by 
deed, there must be a consideration moving from the creditor, though 
it is not necessary, since the i)assing of the Mercantile Law Amend- 
ment Act, 1856, that the consideration should be st't out in the 
document, provided it docs really exist. 

The rights of a banker under a guarantee, when the original 
debtor fails to fulfil liis ol)ligations, will dejxmd upon the wording 
Joint and signed by one jx'rson 

Several onl>', that jKTSon alone is liable to reimburse tlie 
Guarantees. [q,- he has lost. If the guarantee is 

given by two or more }HM'sons, and it is made joint and several, 
a banker may proceed against any or all of the parties. He must, 
however, exercis(‘ great care in pressing his renaxlies. The ques- 
tions he has to consider are of some nicety and complexity, but their 
consideration belongs to the general law of contracts and is too 
intricat(‘ to be studied here. Perhaps the most difficult point is to 
distinguish In'tween a limitetl and a continuing guarantee. But 
if the instrument is pro|H'rly framed (his should not arouse contro- 
versy. It is for that reason that in taking si^curities of any kind 
and also guarantees, a banker should seek the advice of his solicitor, 
unless the matters are of the simplest character. His general lia- 
bilities and duties as to cheques, bills of exchange, and promissory 
notes are easib* learntxl an<l must Ih* accurately known at the 
banker's own |H*ril ; in dealing with other matters he cannot 
Siifely assume tlu' knowledge and |x>sition of an ‘'XiHut unless he is 
such. 


Joint and 
Several 
Guarantees. 
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THE PRAmCE OF HANKlNTi 


The prost^nt chapter is mainly roncoriud with tin* rniancial parts ot 
the transactions which are carried on h^^ a hanker from the practical 
jK)int of view. The legal position of a hanker has heeii considc'ieil 
in the last chaj^ter, and .at the same time it was seen th;it 
a hanker often undert.akes matters of great importance, not exclu- 
sively financial, on hehalf of his customers. These have, however, 
been sufficiently dealt with, and no furthiT n'fenuice will he made 
to them. 


It was at one time considerc'd that the soli‘ hiisiness of a !»anker 
consisted in taking care of tht‘ money of jHOple who entrustirl 
it to him, and in returning it, or its t*(jui valent, whiui- 
^a^Banker^^ ever it was requin*d. That idea has been long ex- 
plo<l<‘d. A hanker is a deal<*r like .atu' other man (»f 
business, and his stock in trade consists of money and credit. 
Money to some (*xtent is always esstuUial, hut it is as a huNcr and 
collector of other jH‘Ople’s d<*hts that tlie hanker plavs his most 
prominent part. When money is deposited in his l)ank he buys 
the same an<l creates credit. His customer, or the norniiKM* of the 
customer, is entitled to reclaim the amount deposited under certain 
conditions. And when a cheque is j)aid into thi* hank by a 
customer, the hanker buys the right of his mstomei and credits 
him with the amount of the cheque. 

The princij)al financial business of a hanker (onsists of three 
things, v’iz., the receipt of de]>osils, the rliscounting of hills and 
promissory notes, TThfj the granting of loans. 

There are always certain |K‘rsons who are willing to place their 
money at the disj>osaI of a hank<‘r, by way of dejKJsit, when they 
will not part with it in the wav ot s|H*culalion. Th<*se 
dejK>sits are really in the nature of investments, more 
or less [permanent, and there is no idea on the |>art of the 
depositors of withdrawing the money at different timers as is 
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done by cheques upon current accounts. Accounts of this 
kind are known as dcj)osit accounts. It is not at *all 
necessary that a person should have a current account in 
order to place money on deposit. Banks advertise in certain 
quarters that money can be received upon certain terms and 
conditions. If tlie depositor wishes to withdraw his money he 
must give a certain notice to the bank. The length of the notice 
varies in different parts of the country, though the common rule 
is to require one of stiven days. A bankcT may, of course, make 
sjK'cial terms with tlie (leiK.>sitor, and in fact some dejKisits are 
received rejiayable on demand (see j). 87). h'or the use of tlie money 
interest is paid !)y the banker. The rate varies, in the case of some 
banks, with the length of notice of withdrawal, But in London, 
with the customary seven days’ notice, it is usual to pay a rate 
which varies with the rate of discount of tht* Bank of England. 
The dc'posit raft* is generally U |K‘r cent, below the olhcial minimum 
discount rate, except wht*n the latter is very low, and then the 
difference is 1 |H'r cent. 

When a sum of money is ihqKJsited it is usual for a dejxisit receipt 
to Ih* issued stating the terms upon which the money 
is rt'ceived, and ii|Km what notice it is repayable. The 
receipt is in the following form : 


Deposit 

Receipt. 


“ Noi transferable. 

Repayable on 1 days notice. 

£ 1 , 000 . 

Received of William Evans the sum of one thousand poufids to be 
placed on deposit account. 

For Bank, 

R. Jones, 

Manager. 

Entered ** 


The protluction of the de|K)sit ri*ceipt is necessary whenever 
repayment of the sum dejx)sitcd is required or pa\Tncnt of the 

Withdrawal uiK)n it, and if it is not presented by the 

deix)Sitor himself ^it must l)e accompanied by his 
stamfK'd cheque. For the pur|H)se of identification a s})ecimen 
of the de|X)si tor’s signature should always be taken in the signature 
book. When a portion of the sum de(x>$ited is withdrawn, an 
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incjprsement is made on the back of the receipt stating tlic amount 
which has been repaid. Great care is required so tliat payment 
may not be made to any person other than tlie dejHJsitor, otherwise 
the banker may be called uj)on to pay a second tinu‘. If the 
deposit receipt is lost or mislaid, it is the duty of the de|>ositor to 
give information to the bank at once. I)e|H)sil receipts arc not 
transferable documents, but they have Ih^oii held to be the subjects 
of valid doncUiones mortis causa, even on the uncorrol>orated testi- 
mony of the donee, if indorsed by the dei^X)sitor. When issued to two 
or more persons, care must be taken to carry out their instruct ioits 
as to withdrawal. These should be indorsed on the receipt. The 
executor of a deceased joint de|)ositor may give notice to tlie l)ank 
not to pay. 

Large sums are left with banks on de})Osif accounts. In order 
that the banker may make a profit out of sucli transactions he must 
lend the money at a rate of intcTest considerably in excess of that 
which he pays to the dej)ositor. 


Current 

Accounts. 


The other accounts oiKined at banks are current or running 
accounts. Irresjx^ctive of the question of the insurtici<‘ncy of the 
amount of coined money in (*xistenc(‘, it is ini|)Ossil>le 
to conceive how business could be conducted without 
the convenience of current accounts at a bank. 
Multitudinous j)ayments Iiave to lx* made day by day, and of coursi? 
there is the same amount of receipts as of j^ayinents. It is tor 
these payments and receipts that banks are so essential to a 
commercial community. 

It is a very rare thing for a banker to allow an account to l»e 
opened at his bank unless the customer is intro<Iuced by soint; 

jxjrson of resjx*ct ability and standing. Quite apart 
from any consideration as to tlie desirability oi some 
kind of introduction, it is for tin* benefit of the banker 
himself to know* something of the }x>sition of his customer. 


A prospective customer is required to <‘nter his name in the 
signature book of the bank. This may Ihj done even Iwfore tlie 
banker has inquired into the credentials of the customer. This 
signature is for pur}X>ses of reference in case of necessity. A banker 
is bound to know the signature of his customer. He must honour 
all cheques w'hich liear that signature. Hut if the signature is 
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forged and the hanker fails to detect the forgery, it is the banker 
and not the customer who has to bear the loss. To avoid such loss 
the banker must always be on his guard. It would, for example, 
be unwist^ to pay a large cheque over the counter without comparing 
the signature of the drawer with that in the signature book, and it 
W'ould Ihj equally unwise to allow a large numlxjr of transactions 
to take j)lace without some method of checking the same. 

For the j)uri)Ost‘ of checking the accounts of a customer a pass 
book is delivered to him as soon as his account is ojx^ned. In this 
Pass Book entered the amounts paid into and withdrawn 

from the bank. The. entries are, in fact, copies of 
those contained in the ledger. They an*, primd facie, binding 
iq)on the banker, though he is not precluded from showing 
that such entries have been niadt* l)y inistakt*, unless the customer 
has acted upon the faith of tht‘m. In the same way a customer 
may lui Itound by tlie entries, although erroneous, if he fails to 
discover them in due* courst*. To avoid errors it is usual for the 
pass book to be made up at least once a month. 

In an old rase tlu* law and custom as to ])ass books was thus set 
forth ; A book calk'd a passage book is ojxmed by the bankers, 
and delivered by them to the customer, in which at the head of the 
first folio, and tlu*re only, the bankers, by the name of their firm, 
are descril)ed as the debtors, and the customer as the creditor in 
the account, and on the debtor side are entered all sums paid to or 
received by the hankers on account of the customer, and on the 
creditor side all sums )niid f\v them to him or on his account. And 
the entries bt‘ing .summed up at the bottom of each page, the amount 
of each, or the balance between them, is carried over to the next 
folio, without further mention of the parties until, from the passage 
book iH'ing full, it becomes necessary to ojX’n and deliver out to 
the customer a new Iwjok of the same kind. For the purpose 
of having the passage Ijook made up by the bankers from their 
own books of account, the customer returns it to them from time 
to time as he thinks fit, and the pro|X‘r entries lx*ing made by them 
up to the day in which it is left for that purj)ose, they deliver it again 
to the customer, who thereiqitm examines it ; and if there appears 
any error or omission, brings or sends it back to be rectified ; or, 
if not, his silence is regarded as an admission that the entries con- 
tained in it are correct ; but no other settlement, statement, or 
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Jeliven- of accounts, or any other transaction which can Iv regarded 
as the closing of an old or ojx^ning of a new account, or as varying, 
renewing, or confirming (in resjx^ct of the jiersons of the parties 
mutually dealing) the credit given on either side, takes place in 
the ordinary course of business, unless when the name or linn of one 
of the parties is altered, and a new account th(*reujK)n ojnmed in the 
new name or firm. The course of liusiness is the Sciine between such 
bankers and their customers resident at a distance from the metro- 
|X)lis, except that, to avoid the inconvenience of semding in and 
returning the jiassage book, accounts an^ from time to time made 
out by the bankers, and transmitted to the customer in tht‘ country 
when required by him, containing the same entries as are made 
in the passiige Ijook, Imt witli the names of tlu‘ parties, debtor and 
creditor, at the head, and with the fialance struck at the f(K)t of eacli 
.account; on nreipt of which accounts the custonu*r, if there ap|H*ars 
to Ik* any error or omission, |K)ints o it the samt*, by letter, to the 
bankers; but if not, his silence, afttT the receipt of tin* account, 
is in like manner regarded as an admission of the truth of tlie 
account, and no other adjustment, statiunent, or allowance thereof 
usually takes place.*’ When all payments are made by checjue, th<* 
customer will find it convenient to compare the entries in the pass 
lxx)k with his ( ash Ikx^k, since they ought to agree entirely. 

A cheque b(K)k is also supplied to the customer. Each bank 
has a distinctive cheque b(K>k, and it is desirable, from many 
Ch Bo k view, that a customer should not make use 

of any otluT means than the usual form of cheque 
for withdrawing money from his bank. It has iNrn |K)inted out 
what difficulties may aris<- from such a practice, and it is uniu*cessary 
to make further reference to it in this place. 

But it is well known that a very small {Hirtion of the receipts 
of a banker take the form of cash. The majority of payments 
in consists of cheques or other forms of orders. If the cheques 
are drawm ui)on his own bank, a few figures in the ledger, debiting 
one customer and crediting another, will accomplish the whole 
work of transference from one fx^rson to another. If the cheques 
are drawn ujx)n other banks, the banker, by the very fact of his 
being such, undertakes to collect the proceeds of the cheques, and 
to credit the amounts to his customers. The work of collection 
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is now reduced to a minimum, owing to the existence of Clear^g 
Houses. These, however, are of such importance that a special 
chapter has been devoted to their consideration in the present 
volume. If the order for payments are other than cheques, e.g., 
dividend warrants, it is the duty of the banker to collect the 
amounts through the projxir channels, and in respect of such matters 
he is the agent for his customer, and must use all due diligence in 
his work. 


The banker must honour the cheques of his customer so long 
as the customer has a sufficient balance to meet them, or so long as 
any agreed overdraft limit has not l)een exceeded. But 
Payment ^ customer may always countermand payment of a 
cheque which he lias given. In order to do so he must 
give notici* in writing to his banker describing fully the cheque, 
the |)ayee, etc. If a clu‘que is stopped, or if there are not sufficient 
funds to meet it, the letters R/D or N7S—“ refer to drawer" or 
“ not sufficient " — are generally written in the top left hand comer. 
This is the case when a cheque is crossed and it is presented through 
the Clearing House in the ordinary way of business. A banker 
receiving back such a cheque will debit his customer with the 
amount, if he has already credited him with the sum, and seek 
instructions from his customer. If the cheque is an ojHm one 
anti presented at the bank for payment across the counter, such 
payment will bo refused in either of the above cases. There is 
then no necessity to writ<’ any letters or words upon the cheque 
itself. It is not in accordance with the accepted and acknowledged 
duty of a banker that any explanation should be given to the payee 
of a cheque. It is sufficient to state that payment has Ix^n stopjx'd, 
or that there are no funds to meet it. The payee is not entitled to 
ask any qiu'slions as to the state* of the drawer’s account. 

Most banks supply paying-in books to their customers. These 
consist of slips, with counterfoils, iijx)n which are entered 
the amounts paid into the bank on any particular 
occasion, and the manner in w'hich the amounts are 
made up, viz., coin, notes, cheques, etc. The slips are 
kept by the bank, and the counterfoils are retained by the customer. 
They are useful for reference when an examination of the pass book 
is made. 


Paying-in 

Book. 
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Banking accounts ofiened by various classics of jvopK* have 
most points in common, but it is necessary to call attention to a 
few peculiar features which exist in s|X'cial cases. 
Ac^nts. ^ minor was referred to in the last chapter, 

and it was jx)inted out that a hanker runs some risk 
in allowing an infant to ojx'n an account. IVfore the passing of 
the Married Women’s Pro]>erty Act, 1882, there was ahva\s difti- 
culty to l>e apprehended when a married woman ojH'iied an account 
in her own name. Now, how^ever, it is otherwisi*, and a married 
woman has a perfect title to whatev'er funds stand in her own name 
at a bank. 

No account can be legally oivned with a lunatic, since there can 
be no contractual relationship with a |HTson who is not of sound 
mind. But if a customer lH‘com(*s lunatic after an 
Cust^tf account has Ix^en o|>ened by him, it is nec(‘ssary 
for his committee, that is, the |HTSon charged with the 
care of the lunatic’s estate, to inform tlu^ banker of the (act of 
the lunacy, and afterwards all ch(‘ques which are drawn u|K)n the 
account must Ixi signed by the committee. Until the bank(*r 
has iH'cn made acquainted with the legal authority of the committee 
he will not, generally, allow any ojKTations iqKjn th(* balance of tin* 
lunatic unless adequate security or a proj)cr guarantee is given. 
But a banker must not act Ujwn a mere sus)>icion of lunac\', and 
he has no legal right to refuse to honour the cheques of the lunatic 
in the absemee of a notice of ihv lunacy. 

If a customer wishes to allow any })erson to draw chequi-s in his 
l>ehalf, it is usual for him to sign a request to that effect and if he 
wishes this fx^rson to borrow money or to accept bills, 
the request should state the exact ix)wers of the 
agent. The authority of the agent continues in force until it is 
revoked by the customer in writing, or by the death, bankruptcy, or 
lunacy of the customer. It may lx* noticed that although an infant 
cannot contract so as to bind hims(?lf, he can always act as an agent. 

The bank requires a s|x*cimen signature of the agent, and it 
will not act except under that signature, for an agent cannot 
delegate his authority. The agent generally signs jxT j)r<K:uration 
in the following manner ; 

p.p. Evan Jones, 

Wm. Smith. 


Agents. 
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If the agent is permitted to sign the name of a firm, a specimen 
of his signature is required in the same manner. 

It is very necessary for a banker to examine the nature of the 
authority of an agent, for if the agent's powers are limited the banker 
cannot hold the customer responsible for acts done by the agent 
in excess of his authority. The widest |)owers are conferred when 
a power of attorney is given by a customer. This generally hapj^ens 
when a customer goes abroad, and the entire management of his 
affairs is left in the hands of an agent. 

A customer who is largely engaged in business, or who has more 
than one business of his own, sometimes wishes to have a series 
of accounts. This is for his own convenience. Wlien 
Amounts pfiyments in arc made by the customer, he must 

name the particular account which is to be credited. 
In the absence of any such indication the banker is entitled to 
credit whichever account he plc‘ases. In the same way any cheque 
drawn must indicate which of th<‘ accounts is to !)e debited. Hut, 
however numerous the accounts, the* banker can treat the whole as 
one when estimating the liability of the customer to the bank, unless 
one of such accounts ha|)|)ens to be a trust ac count and the banker 
is fully cognisant of the fact. Of course, this consolidation only 
refers to accounts in the name of the customer and in his own behalf. 
For example, the two sc'parate accounts of a person who is a meml)er 
of a partnership firm and of the hrm cannot be consolidated in this 
manner. 

In dealing with a partnership firm the banker should make 
hims(*lf fully acquainted with all the arrangements as to banking 
which have been made by the individual members 
*Accomite.** ^**^”^* intiTest of the firm 

than of the lianker, for a firm is always res|x>nsible 
for any act done in the ordinary course of business by any one 
of its memb.'rs, each being, in fact, an agent for the firm. Thus, 
in the cast' of a trading firm any member would be acting w'ithin 
the si'0|H? of his authority, as far as the outside world is concerned, 
in accepting or indorsing bills of exchange in the name of the firm, 
and the firm would be liable to meet the same no matter what the 
private arrangements of the memljers themselves might lx?. Bear- 
ing these things in mind it is essential that the banker should be 
informed fully as to the members who are entitled and empowered to 
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drsy^r cheques in the firm’s name, and these cheques arc tlie only 
ones he must honour. Each individual memlK'r of a firm is liable 
for the debts and obligations of the firm, and this ajiplies even to 
a person who has held himself out as a partner even though in 
reality he is not such. 

If proper precautions arc taken it is very unlikely that any serious 
difficulty can arise as regards the payment of cheques drawn ujK)n 
the bank, but it is not always easy for a banker to decide what 
course to adopt when the firm requires an advance. Much delicacy 
and tact are necessary. The banker must satisfy himself that what 
is to be done by him is within the scoj^ of the firm’s business. In 
that case each individual member of the firm is bound by the act 
of any of the partners. Hut if the banker go(^s outside these limits 
he cannot hold the firm resj)onsible and he must b(*ar any loss 
occasioned. 

When a firm ceas(*s to exist in any manner, or whim there is a 
change in its constitution, it is desirable for the bank to closi* the 
old account, and to oix*n a fresh one if the business is to Ih‘ con- 
tinued, This is the projxT course* for the banker to a(lo])t in order 
that he may retain a lien on a retiring j>artner’s estate for debts 
contracted during the jxTiod of his partnershij). And if ni‘W part- 
ners are introduced the banker must st*e that the liabilities of the 
firm are accepted by such |x*rsons. 

There is less difficulty with the accounts of limited liability 
companies than with tliose of private partnerships. In o|M‘ning 
an account with a company it is the dut\' of the 
banker to ins|x*ct the Memorandum and the Articles 
of Association and also to s<*e that a (Vrtificatc of 
Incor})oration has been granted. The last-named document sliows 
that the company is entitled to commence business, and the two 
former stale the scojx* and nature of the business of the company 
and the manner in which it is to be conducted. As it is j)ossibIe 
for any jxTson to insjx'ct the Memorandum and the Articles, no 
plea of ignorance of the j>owers of a company will Ik* enteitained 
for a moment. Provision is always made in the Articles as to 
financial matters, and it is settled who are the |x*rsons authorised 
to draw* cheques. This authority is generally given to two of the 
directors and the secretary of the comj)any. The banker must not 
act u|x>n any other authority than that of the duly ap|X)intcd 
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officials, or the assets of the company will not be liable for debts 
contracted in this manner. 

When a company ceases to transact business it is wound up, 
and a liquidator is apjx^inted to bring its affairs to an end. The 
assets and liabilities are taken over by him and dealt with according 
to the jx)wers vested in him. Upon notice being given to the 
hanker of the fact of his ap|K)intment, the liquidator is the person 
who alone can ojxTate ui)on the funds of the company lying at the 
bank. 


Tlu; accounts of friendly find building societies are required to 
be kept in strict conformity with certain rules which must have been 
Friendly and the Registrar of Friendly Societies, 

Building A l)anker should, therefore, obtain a copy of these 
Societies. when opening an account with the societies in 

order that hi* may know thi? methods of deposit and withdrawal 
of money. 

The limited powers of cor|)orations to contract render it nece.ssary 
that when a banking account is o|H*ned tlie ap}>ointment of the 

^ banker shall be made by a resolution under seal. 

Corporations. i 

Unless s[H*cially authorised by their |)ecuhar consti- 
tution corporations have no jiower to make or indorse bills of 
exchange. 'I'he resolution will state the manner in which cheques 
are to be drawn. Arrangements of a similar and S|x*cial kind have 
to be made when accounts are o|x*ned with any particular corj^rate 
body. 


Joint 

Accounts. 


Two or more jHTsons, not partners in business, sometimes join in 
an account. Full instructions must lx* given to the banker how 
this account is to be ojx'rated upon, otherwise a 
cheque drawn upon it would have to be signed by 
the whole of them. The benefit of such an account 
devolves U|x>n the survivor or survivors of the parties. If the 
survivor or survivors have not had any authority to draw cheques 
during the lifetime of the other jx^rsons who were joint owmers, the 
banker will require proof of the death of any of the parties who were 
formerly entitled and also of the identification of the persons 
who pn'sent themselves as survivDi-s. 


Every j>rudent banker avoids, as far as |X)ssil)le, the ojiening 
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of an account in the names of tnisteos, as trust ws ; iK'causc if 
he is aware of the existence of a trust lie is saddled 
Accounts. responsihility. as to the dealing 

with the trust funds in his hands, though he is in no 
way responsible for the application of these funds when withdrawn 
from his control. If, however, such an account is oinmed the hanker 
should insist upon all cheques being signed by the whole of the 
trustees. Ujxin the death of any of the trustees he must be fur- 
nished with proof of the same before the surviving trust(*e can 
operate u|)on the funds lying at the bank. It is alw'ays InMter for 
a joint account to lx* ojX'ncd by trustees, without any mention 
lieing made of the trust, instead of a trust account. It is easier 
in practice, and it affords greater juotection to th(‘ banker. 

UjKin the death of a customer, and as soon as notice has In'en 
given to the bank, no money (le|)osited in the namt‘ of the customer 
can be withdrawn until jnobate of the will of the 
^ccounr <lecoased, or letters of administration in cas<* of 
intestacy, liave been produced to the banker. The 
account is then transhured info the name of the (‘xecutor or admi- 
nistrator, and he is enabled to draw clu*qu(‘S in the same manner 
as the dece<ased customer. If there is more than onc^ executor or 
administrator siH*cial instructions .should lx* given to the banker 
as to the account, because in the absence* of any orders to tlnr 
contrary the signature of one ext*cutor is sufficient to justify the 
payment of a cheque drawn u|K)n the executor account. 

This matter of accouqts has !x‘en treated at some length because; 
the banker wdio pays money under an order which is not profH;rly 
draw'n may be resj^onsible to his customer for the same;. If, how- 
ever, cheques an; regularly <lrawn, and the; instructions given at 
the o|x*ning of the account are duly carried out, the banker is fn;ed 
from all liabilitv for losst's w'hich arist*. 


The payment of cheques and the legal |X)sition of the banker in 
respect of such payment have Ix^en already fully ex|»lained in the 
last chapter. 

It is not the usual custom for London banks to allow' any interest 
upon current accounts. The customer is sufficiently accommodated 
interest on custody of his money and by the payments 

Current made through the banker to his order. There are, 
Accounts. however, exceptions, and some banks allow' interest 
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if the total amount deposited does not fall below a certain minimum 
during any specified period. Again, other banks charge a commis- 
sion for keeping accounts unless the customer’s balance exceeds 
a specified amount . In the country the practice of different banks 
varies. Some follow the London banks, whilst others charge com- 
mission upon the amount of work done, and allow interest upon the 
daily balance. There is, however, no uniform practice and the 
terms ujwn which accounts are kept must be obtained from each 
bank. 

It will be obvious that a banker does not derive much of his 
profits from transactions connected with current accounts. The 
necessity of retaining sufficient funds to meet the 

Profits. daily wants of his customers will not ixjrmit of his 
using too large a portion of the money placed at his 
dis|)osal. Still, exiKTience shows him that there is no necessity 
to keej) the whole of the money idle in his coffers. What j)ortion 
he can safely lend or invest must depend ujwn circumstances, and 
nothing but jaactical exj'erience will teach this. Hut provided 
that there is always a reasonable amount of the bank’s money inves- 
ted in st.*curiti(‘S which are readily convertible and that sufficient 
cash is kept on band, <*ilh(‘r in the shapt* o! coin or money at call, to 
supply the ordinary requirements of customers, the banker may 
safely employ the nunairuler of his money, capital and dej)osits, 
in any of those ways which are his legitimate right. It is from 
these latter sources tliat almost tin* whole of the profits of a bank 
an^ derived, and, as was |)ointed out befon*, the chief of these are 
the discounting of bills and the granting of loans. 

It is with resjH'ct to lull discounting that the exact |K)sition of a 
banker is made clear. It is sometimes said that in discounting a 
bill a banker makes a loan to his customer. This is 
Disewnting. rights of his customer, as evi- 

denced by a certain document. As Macleod says, 
“ If the banker merely made a loan to his customer on the security 
ol the bill, it would be the customer’s duty to repay the money 
at the time fixed, just as in all other loans it is the duty of the person 
receiving the money to repay it. But when a banker discounts 
a bill it is wholly different. He does not seek repayment of the 
money from his own customer, but he demands payment of the 
debt from the acceptor of the bill, and if it is duly paid, his customer 
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neyer hears of or sees the bill again. It is only in tht‘ ovrnt of tho 
non-payment of the bill by the acceptor that he comes l)ack \\\x>r\ 
his own customer. If he made a loan to his customer on tlie 

security of the bill, he would give the bill l)ack to his customer 

when he was repaid ; but he never does so when it is duly paid. 

In such a case the proficrty in the bill would remain witli the 

customer, and pass to his assignees in the evi‘nt of his bankruptcy ; 
w'hereas it does not do so ; it is the pro|KTty of the hanker, and tlie 
assignees of the customer have no right to it.” 

It is the usu.'d custom for commercial lirms to coiuluct their 
business ui)on the credit system, and instead of paying cash lor 

t. j goods to give l)ills payable at various dales. A lrad<*s- 

xrAclc Bills* 

man w’ho has received such a hill, say at three months, 
goes to his banker and offers it to him for .s;de. If the hanker 
is satisfied as to the stability of the drawer and the acce|)lor (and the 
indorsers, if th(M*e are any) he will tak<* the hill and cit‘dil the amount 
of it to his customer, less the .sum charged for discount. The ral«’ 
of discount will, of course, vary according to cin umstaiK'es. 'I'he 
banker then becomes tlu* holder in dtie course, and he can sue upon 
the instrument at maturity if it is not nu t. He can also in the 
meantime, if he so wishes, re-discount the hill with an\* other ptTson. 
As an additional st‘curity lu* will have taka n care to S(‘cui(‘ the 
indorstmient of his customer who thus becomes a sure1\' for tlu' due 
payment of the hill. The banker must, howev«*r, taki* can* to 
present the bill for pa>'ment in due course, and he must give imnn - 
diate notice of dishonour if the hill is not met, so that he may chaig** 
the parties to it other than the acceptor. 

Hills of e.xchange form an excellent investment for the surplus 
funds of a bank. In many cases they an* not disioimti'd lor the full 
|K'riod of their currency, hut an* |>aid intf> a hank when 
Short Bills. a trad<*sman is in immediate need of money, or just 
l)efore they fall diu* for the j)uipos<s of colled if»n. 
Short bills are bills received for (olledum aiul iu»t for discumt. 
The name ” short ” does not refer to the curn*iu v of tin* hill, hut 
to the entering ” short.” When l)ills are j)aid into a hank for the 
purpose of collection just U-fore they lx ( orm* due. it is the custom 
of bankers to ” enter them short,” that is, not to < redit them at 
once to the customer, but to wait until they are paid. 

Short bills are not within the order and disjiosition of a banker 
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if the banker becomes bankrupt. The property in them remains 
in the customer subject to the banker’s lien. They are in tfiis 
respect distinct from other bills of exchange, which pass to the 
banker’s trustee in bankrujjtcy. 

It is further to be remarked that there is no general inclination 
on the part of English bankers to discount bills which have more 
than six months to run. 

It is most essential for a banker to l>e on his guard with respect 
to bill transactions, so as to save himself as far as 
jK)ssible from the chance of loss. If the bills which 
he discounts are genuine trade bills he will rarely 
have any difficulty. Tradesmen are fully alive to 
the fact that their own credit largely depends upon the jmnctuality 
witli wliich they meet their oliligations, especially those in connection 
witli bills. Hut if the bills discounted are simply accommodation 
bills, that is, bills drawn, accepted, and indorsed without any value 
having been given, tlu' banker is in serious danger of failing to re- 
cover the moiK'v which he has [laid for tlu'in. On this account the 
closest iiKiuiry is always most advisable. It is the custom for bankers 
to keep an accurat(‘ record of all their bill transactions, and of 
jKirticulars as to all th<* |Kn*sons who are parties to the bills. This 
forms an admirable kind of reference when negotiations as to bills 
are frequent. 

The chief |)oints of difference between English and foreign bills 
of exchange have been |>ointed out, and although there are many 
« . «... Df the latter uix)n the market, an English banker 

does not, as a rule, care to deal with or to discount 
bills which are payable abroad. This branch of business is generally 
and most ustdully left in the hands of bill brokers and foreign 
bankers. 

Similar considtTations to thost’ which hold in discounting bills of 
exchange are of importance in discounting promissory notes. The 
advance of money u|>on a customer’s own promissory 
*^Notes?*^ note very nearly approaches a loan transaction. 

If a banker is not |wfectly satisfied with the security 
offered by the signature of the customer alone, he will ask his cus- 
tomer to get one or more friends tP join him in making-the promis- 
sory note. A joint and several promissory note is the result, and 
each of the parties to it is responsible to the banker for the whole 
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amount of the note when it becomes payabU\ Hut a banker 
generally requires some collateral securitv* for the due repayment 
of a promissory note. 

The other great source of profit to a banker in tlio coiirst' of his 
business is the granting of loans. It has been said that caution 
is necessary in discounting bills, and a banker must 
Tranu^ons. ^ business sense and an intimate knowledge 

of men to enable him to conduct such oj)erations with 
probable success. In loan transactions all the best business 
qualities of a banker are most fully brought into play. It does not 
require a genius to form a comjx^tent opinion as to the amount of 
money that may be safely lent when valuable securities are de|K)sited 
to cover the same. On this part of the subject a few words will be 
added later. Hut a banker is often called upon to make advances 
without security, and without much time for consideration. It 
is then that his general ])ractical know'ledge is of value. He must 
judge of men and of the conditions of trade and finance with rapidity 
and clearness, for it will often happen that the real success of his 
business deptmds u}X)n the decision of a momimt. 

Borrowers are either private individuals or a combination of 
|x?rsons. It is not safe j)olicy to lend money without security 
to a private individual W’ho is not t ngaged in trade. 

Bom^s })rudent banker would ever think of discounting 

a bill for such a customer without most careful eiujuiry, 
as it would most likely turn out -to be an accomrnoilation bill ; and 
without some clear and definite information as to tlie resources of 
the individual— as to investments or otherwise -an advance is 
always accompanied with risk. A banker may, of course, be able 
to gain considerabh? knowledge from tlu? nature of the customer’s 
account, esj>ecially if the account has been of long standing. Hut 
even this may be deceptive. Different considerations will aris<* 
if the customer is in trade. Sudden pressure may cause difficulties, 
and a banker may usefully employ his own information ami act 
upon it. If a loan is required by a body of }H rsons, providc^d they 
are a commercial firm, a banker wall lx.* influenced by tlx* standing 
of those who are members of the firm. As every partner is primd 
facie liable for the debts of the firm contracted in the ordinary way 
of business, the security of a few men of financial ability is sufficient 
justification for a loan without anything further. For reasons 
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already stated, caution is extremely necessary when the borrower 
is a corporation or other body which may be under disability, t’or 
instance, a limited liability company might wish to borrow money. 
A prudent banker would not dream of advancing any sum, however 
small, without being made fully accquainted with the powers of 
borrowing |)ossessed by such a body. 

Even when securities are deposited with a banker for a loan, 
it is unwise to advance money in large sums to two or three firms 
or individuals. There cannot be a more unsound 
j)olicy adopted than that of trusting to the stability 
of a few i)eople. A sudden collapse* may lead to far- 
reaching disaster, unless the banker is enabled to realise the secur- 
ities which have been dej)osited immediately. Also a banker should 
avoid making advances which are likely to be of a more or less })er- 
manent character. It is his duty to recollect that he is always 
liable to meet so many ol>Iigations upon demand that the locking 
up of his capital may rt‘sult in a stoppage of payment. It has been 
well said that “ tlu* province of a banker is to tide over temporary 
lack of ready moTU'v, not to provide capital, on which the customer 
carries on his business.” 

If a banker is satisfied with the position of his customer, if he 

Overdraft inquired with prudence into his financial 

and condition and tlie particular object for which the 

loan is required, he may feel himself justified in 
making an advance. This is done either by means of an 
ovi’rdraft upon a current account, or by way of loan. 
If the former method is ado)>ted the customer is allowed 
to draw upon the banker up to the sum agrt*ed uj)on, and the 
banker chargt'S inteiest u|Hm the amount overdrawn, 
the interest being calculated and made* {)a\*able according to agree- 
ment. If the advance is madi* by way of loan the whole amount 
agreed to be lent is place<l at once to the credit of the customer 
on his curri'iit account. Interest is charged upon the loan itself. 
The rate charged in the latter casi* is generally less than in the 
former. As an e.\tra caution a banker should always reserve the 
right of recalling the money thus lent at short notice, esj^ecially if 
the advance is made without si*c\p*ity. This will tend to minimise 
a probable loss when it is understood that a customer is in financial 
difficulties. But it must be recollected that when an overdraft 
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or a loan has been agreed to, a banker cannot dishonour his 
customer's cheques without reasonable notice. It is obvious that 
a banker will have to make much more stringent inquiries when 
the overdraft is in favour of a man in business than when made 
to a private individual. 

Very few remarks are necessary in this chapter as to the nature 
of the securities which a banker sliould accept in practice. His 
chief care is to see that tlie st*curities can Ik* readily 
turned into money if the occasion arises, liearing 
in mind the cautions suggested in the last chapter 
a banker will be well advised not to accept any security with which 
he has not had previous practical e.xjKTience without taking the 
advice of a solicitor, esjHicially when loans an‘ granted on deeds, 
upon the same. In any cast? a strict examination of tlie documents 
deposited is most essential, for w'hatever conditions are attached 
may be of the utmost im))ortance in estimating tin? value ot the 
securities. 

In the course of an extensive business a banker may atquire 
possession of various documents belonging to liis customtr, but 
as the right of lien dot‘S not extend beyond tliose 
things which come into the jKissession ol the banktT 
as banker, a customer will soinetini(‘S give his baiiktM 
a letter of charge as security for an advance or overdralt. The 
following is a common form of a letter of charge : 

In consideration of your advancing to me five hundred pounds 
I hereby deposit with you jf700 Russian 4 per cent, bonds as collateral 
security for the due repayment of the said loan and interest at the 
rate of 4 per ce^U. per annum, or at such rate of interest as may be 
hereafter agreed upon : the present market value of the said securities 
is £630. This value during the continuance of the loan I engage to 
maintain, and if the market price of the said securities declines, / hereby 
agree to deposit other approved securities, or to pay off a proportionate 
amount of the said loan before its maturity should you consider it 
necessary. 

** Unless I am able to fulfil these conditions I hereby authorise 
you to realise at any time the said securities or any part thereof, and 
in the event of the loan not being repaid when due, / authorise you 
to deal with the securities as you think desirable, so as to repay the said 
loan Of any part thereof with interest and expenses. 
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These securities are to covzr any other sum or sums of mot\^y 
for which I may at any time either alone or jointly with any other 
person or persons he indebted or liable to you while the securities or 
any part th reof remain with you” 

The customer signs this letter of charge which must be impressi‘d 
with a 6d. stamp, or he can sign his name over an adhesive stamp 
of the same value. 

Reference has been made to guarantees as a form of security 
for an advance or overdraft made by a banker. The following is 
a common form of a continuing guarantee ; 

“ In consideration of your continuing the account opened with 
you by Evan Jones (herein called the said customer) and now over- 
drawn, and as a security to you in respect thereof /, 
the undersigned, William Brown, hereby undertake 
to agree to pay to you within 1 days after demand the balance which 
on the account current of the said customer with you shall for the time 
being bi due or owing from the said customer or his representatives 
for moneys so overdrawn for hills and notes discounted and paid 
and for other loans, credits, and advances at any time hereafter made 
to or for accommodation or at the request of the said customer, and for 
any moneys for which he may become liable alone or jointly with any 
other person or persons to you on any account whatsoever, and for 
interest, commission, and other usual Bankers' Charges : provided 
always that this guarantee is not to extend my liability beyond the sum 
of Five hundred Pounds with costs, charges, and interest at 5 per cent, 
per annum from the date of demand, hut the same shall be a continuing 
guarantee and shall bind my representatives, and I further agree 
that if you shall at any time receive any dividend or dividends or com- 
position from the said customer or his estate on a debt then owing from 
him to you or from any person or persons jointly liable with the said 
customer or liable as a surety for him or his or their estate, su :h dividend 
or dividends or composition shall not be applied ratcably to the said 
debt but shall be taken as a payment in gross on account of such debt, 
and you shall be entitled to recover the remainder of the said debt on 
this guaraniee to the full extent of the sum of Five hundred Pounds with 
costs, charges, and interest at 5 per cent, per annum from dale of 
demand. 
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“ Ani that this guarantee to the same extent shall Iv considered 
as additional to any other security you may be entitled to and ubon 
the realisation of which any par: of the debt of the said cushmer max 
be paid, and that you may at any time compound with the said customer 
for the whok or any portion of his liabilities to you with any person 
or persons jointly liable with the said customer or liable as surety for 
him. 

** And I further agree that for all moneys to which this guarantee 
extends I am to he considered as the principal debtor, and that no 
release of or other arrangements with the said customer or any other 
person or any act or omission on your part or any other matter or thing 
shall operate to release or exonerate me or my estate or affect my liability 
under this guarantee. 

''And this guarantee is intended to be a security for the balance 
for the time being to the extent of Five hundred Pounds, with costs, 
charges, and interest at five per centP 

The docuinent is signed by the guarantor, and as being in the 
nature of an agreement it requires a 6d. stainj). 

It is found in practice that an ordinary banki*r may safely utilise 
from 50 to 60 }x?r cent, of his capital and de|)osits in bill disc ounting 
and making loans. I'his will onl\' happen, of course, 

AsMts times of normal tra<le. It is also found that 

about 15 to 20 j)er cent, of thi* deposits shouhl 
suffice to meet the cash requiivnients of the customers. Tliis 
amount will consist of ca.sh in liand, cash at the Ikmk of 
England — as each banker who is a member of the ( leaiing House 
must have an account there -- and money lent at call and short 
notice. Thes(* are called liquid assets, becaus<.* they an‘ instantly 
realisable. The rest of the money for which a banker has created 
obligations binding uj)on himself is invested in (fov( rnment and 
other first-class st'curities and the inti-rest derivable therefrom 
goes to swell the profits of the bank. Thes<‘ can always be easily 
dis])osed of, so that if by any untoward circumstances a banker 
does find himself suddenly calle<l upon to meet an extraf)rdinary 
demand for ready money, he is able to provide himself with cash 
and to meet the most pressing of his customi.Ts at once. How far 
the conversion of securities into cash must go will dcjH*nd ujjon 
circumstances. 
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On account of the nature of his obligations, it is essentia] that 
a banker should exercise the utmost caution in all his dealings. He 
must never forget that he has, in the course of his business, laid 
himself under the necessity of providing gold on demand for his 
customers, and his failure to fulfil his obligation, on any occasion 
would spread distrust and ])robably entail ruin on large numbers 
of {wople. In his ojxTations, therefore, he must bear in mind that 
it is of paramount im])ortance that he should always keep in hand, 
or possc‘ss in some easily convertible form, a sufficient supply of 
gold to meet his average requirements, and take care 
Reserve. that his best investments are such that he can meet, 
if necessary, the whole of his obligations in the last 
necessity. Secun* in this r(‘spect he has then a greater scojx? for 
the usi' of the remainder of his capital and deposits, and can the 
more calmly lu'ar any small losst‘S which must fall upon him in spite 
of every care and caution. 



CHAPTER X 

THE CLEAKINC, SYSTEM 


In the early stages of banking it was nt'cessarv for a |H'rson 
who had to receive payment of money to present his authority for 
the same to the l)ank u|)on which the order was drawn. There 
was no need that he should go ivrsonalK’ - an agent might 1 h' si*nt 
in his stead. Little by little the main work of collection got into 
the hands of bankers, and day by <lay each l)ankt‘r st'ut out one or 
more clerks to colk'ct on b(‘half of his customers the sums due to 
them from his fellow bankers. As banking and comiu«‘rc(‘ increas<*d 
the sums to be collected in this manner grew larger and larger, and 
the transactions multipli(*d at a great rate. 

It is obvious that there must always have lurn many mutual 


obligations between banks. Thus, the A bank might have titty 
Origin of che(|U(‘S and bills diawn on the It bank, 

the Clearing and th<‘ H bank would probably have a ('onsideral)Ie 
System. number drawn u|K)n the A bank. In the primitive 
method of dealing with them a clerk from each bank would [>res<*nt 
the cheques and bills at the other bank and receive pavinent in 
notes and gold. This necessilat<’d the ust* of a large sum of money. 
At last it occurred to om* of the cleiks of M(‘ssrs. h'ullei’s Hank, 


a man of the name of Irving, that the whole woik might be accom- 
plished just as well if the clerks met at .some fi-\ed place and ex- 
clianged the obligations of the bankers, the differences alone iMung 
paid in money. Although it is now very cle arly s<‘en that such a 
method saved time and allowed of large transactions lH*ing con- 
ducted with the use* of very little money, it was not rec<*ived at 
first with anything like favour by the majority of bankers. How- 
ever a few clerks began to meet daily in 1775, at a room in (’hang<* 
Alley, and there they exchanged cheejues and money. 'I'hese 
meetings were quite voluntary and informal. Hut the advantages 
of the scheme were gradually jK*rc<*iv<-d, and bankers were anxious 
to join what lx‘gan to Ik; known as the Clearing House. It was 
not always easy for them to do so, as the bcKly of bankers who 
com|X)sed it became a somewhat exclusive body, ami absolutely 
refused admission to the early joint stock banks. 

By 1805 the room in Change Alley was not spacious enougli for 
the business that had to be transacted, and a room in I-ombard 
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Street was hired. Nine years later a further removal was necessary, 
Growth of ^ known, the London Clearing House 


the Clearing 
House. 


Bank of 
England 
Account. 

of England, 
of the past. 


is situated in Post Office Court, Lombard Street. 
In 1810 there were forty-six bankers who cleared 
through the House. In 1854 the joint stock banks were admitted, 
and the Bank of England joined in 1864. 

Until 1854 the mutual obligations of bankers were settled by the 
payment of the differences between the various members of the 
Hous(‘ in money or in Bank of England notes. But in 
the year named a great saving was effected by each 
memlwr being bound to have an account at the Bank 
The payment of differences in money became a thing 
Each clearing banker drew' a cheque at the end of the 
day u|K)n the Bank of England in favour of any clearing banker 
to whom he was indebted as a result of the day’s clearing, and 
nothing further was required in the way of settlem(‘nt than a 
transfer in the Bank’s ledger. 

The o|XTations of the Clearing House were confined to London 
banks until 1858. Cheques drawn u|>on country banks were 
forw'arded by ]H>st to the various bankers, and drafts 
on London clearing banks were sent in return. Now, 
howwer, and for nearly half a century, country 
cheques, except certain local ones, are passed through the Clearing 
Houst‘ by means of the London agents of the country bankers. 

If any banker is not a member of the Clearing House the old 
cumbersome method of sending round clerks is still necessary, and 
money has to be transmitted from one bank to another just as it had 
to be before the clearing bankers had accounts at the Bank of 
England. When a bank has a city agent the usual method is to pay 
by means of a draft which is passed through the Clearing House. 

The advantages of the clearing system have U'en shown by taking 
the cas(^ of two banks as an illustration. But the advantages 
are multiplied enormously when the nuniln'r of banks 
^^Gei^^g. kaving mutual dealings is considered. For example, 
take the case of four banks having cheques drawn 
upon one another, and call them the A, B, C, and D banks. Any 
numl)er might lx‘ chosen, the more the better to emphasise the utility 
of the system, but four will be sufficient for the j^resent pu»-pose. 
The system works as follow's when here are mutual accounts : 
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Account of A Bank. 


Cheques upon B. 

Cheques u|»on C. 

Cheques iqxi 

£100 

50 

200 

40 



£200 

20 

60 

90 



(20 

100 

10 

5 


£390 



£370 



£135 



Account of B Bank. 


Cheques uikjii A. 

Cheques upon ('. 

Cheques ujxmi D. 

£50 



£40 


1 

£80 



20 



70 



50 



90 



10 



70 



10 



5 



5 



£170 



£125 



£205 




Account of C Bank. 


Cheques 


.50 


£40 

£100 

20 


90 

5 

100 


70 

20 

5 


10 

10 

£175 


£210 

£135 


Cheques upon I). 


Account of D Bank. 


Cheques 

£50 

40 

10 

100 

upor 

1 A. 

Cheques 

£20 

30 

90 

UJKJI 

1 B. 

('hcques 

£40 

70 

200 

U|KJI 

1 c. 

£200 



£140 



£310 
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The account of A is adjusted as follows : 


Dr. 


Cr. 

B Bank .. 

.. £170 

390 

C „ . . 

.. 175 

370 

n .. . . 

.. 200 

135 


£545 

£895 


A has 1o receive £895 and pay £545, therefore the account is 
adjusted by means of a transfer of £350 to A’s account at the Bank 
of lingland. 

How this IransftT is effected will now be explained. The accounts 
of the H, (', and I) banks are liquidated in a manner similar to that 
of th(‘ A bank. 


Crossed 

Cheques. 


For the sakt* of simplicity of explanation the case of cheques 
will alone lu* considt'ivd. It will be recollected that if a cheque is 
open, a banker must pay the? amount of it to any 
])erson who j)resents it in the ordinary course oi 
business, if he has sufficient assets to meet it, and if 
there are no sus})icious circumstances which ought to jmt him 
on his guard. But the number of o}>en cheques is insignificant 
compared with the number of crossed ones. And a crossed cheque 
cannot be paid except through a banker, that is, the banker must be 
the person to present it to the paying bank. And it will be remem- 
bered that if a customer |>ays an ojkui cheque drawn uj)on another 
bunk into his owai bank, the bankers is permitted by statute to cross 
it either generally or s|vcially, making it payable through any 
banker or through a particular banker. It is, therefore, mainly 
with crosst'd cheques that the ('learing Houst* has to deal. Hun- 
dreds and thousands of thes<‘ are paid into the various banks day 
by day, and t'ach banker has to collect the proceeds for his 
customers. 


Early each morning the cheques which a banker holds on the 
other clearing banks are sorted into separate parcels. In the case 
Business of country cheques st*parate parcels are made of them 
the Clearing for presentation to the banker who acts as agent 
House. country banker. The parcels are despatched 

by a clerk to the Clearing House so as to arrive l>efore 10 a.m., for 
what is known as the first or metro[X)litan clearing. The clerk 
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delivers to each of the other clerks the cheques he has against his 
house, and receives from each clerk the cheques clue from his own. 
Entries are made by the clerks of the Clearing House and the 
amounts added by Hurroiigh’s automatic adding machine. After 
the interchange each clerk returns to his own I)ank where an 
examination of the cheques is made to sc‘e that (‘ver\ thing is in 
order. Each bank is allowed until 5 j>.m. to decide whether tlie 
cheques drawn uj>on it will be honoured, the responsibility for 
honouring or dishonouring resting with the banker, who will be 
influenced by the circumstances noticed in the last two chapters. 
If no cheque is returned by that hour tlu* banker is liable to tlu' 
Clearing House uj)on it. This only applies, of course, to London 
cheques. If the banker is the ch‘aring agent lor a coiintr\ bankei , 
any cheque drawn iqK)n the country bank is despatched by the 
night’s post to that bank, and the country bankei must smd notic*‘ 
to his London agent by the* following da\‘s |K)st il tin* che<|ue 
is to be dishonoured. 


There are four clearings in London each da\ . The first has been 
noticed, and is known as the metropolitan clearing. It consists 
of cheques drawn u|H)n the l>iancln*s ol dealing l>aiiks 
ClwUigs situated within a large arta ol the na tiopolis. 1 he 
st‘cond, which starts at lO.ifd a.ni., c onsists mainly ol 
cheques drawn ujKjn the clearing banks whit^h have bee n ic*ceived 
since the closing of the (learing Honst* on the previous day. 
The thin! clearing is at noon. It is a country dealing, that is. 
the cheques are country cheques <lrawn upon count i\’ banks. 
These are sorted according to the clearing agents ol tin* country 
bankers, and after a general interchange* has been made, tlu* agent 
again sorts the parcel which has been brought back to him and 
despatches the different cheques to the country bankcus u|H)n whom 
they have In-eii drawn. The fourth or town ch aring is at 2..'<0 
and is concerned with cheques which have Im-cu drawn u]>on 
bankers who are meinlxTS of the ('h*aring Hous<* and whi( h have 
been paid in to the banks of other members dur.ng the day, and als(j 
with cheques which have Ireen remitted from suburban anrl branch 
banks in the course of the morning. This last clearing is (he 
busiest of all and continues until five minutes past four. 

When the accounts have liecn verified and the* amounts due to 
and from the various individual banks have lH?en ascertained. 
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as shown on a ])revious page, a sheet, called a summary sheet,** 
is filled up. This sheet consists of a printed list 
Settlement, of the clearing hanks. Each bank has its name at 
the head of its own list, and the other clearing banks 
arc i)laced in al])habetical order in a column below it. There is a 
debtor and a creditor column, and opi)Osite the name of each clear- 
ing bank is entered the amount due to or from it by or to the 
bank whose name appears at the top. The columns are added 
and a general balance is struck showing the total amount which 
has to be paid by or to the bank. Each bank has an account at 
the Bank of England, and there is also an account kept at 
the Bank known as the Clearing Bankers’ Account. If a clearing 
bank is indebted on the general balance a w'liite transfer ticket is 
made out authorising the payment of the amount due from the 
bank’s account to that of the Clearing Bankers’ Account, whereas 
if the Clearing Bank is entitlt‘<i to receive anytliing a green transfer 
ticket is used, which authorises the payment of the sum from the 
Clearing BanktTs’ Account to that of the Clearing Bank. These 
tickets wlh n mack; out are signed by the Inspector of the Clearing 
House, who thus certifies their correctm‘SS, and are handed in to the 
Bank of England. 

The forms of tlie tickets are given on p. 193. The first is the 
white ticket, and the second the green one. 

It is obvious iijion very slight consideration that since all the 
dealings of the Clearing Banks are mutual, thest' general debit and 
credit balances must agree. Whatever sums are paid in by one or 
more banks are paid out to the other banks. The account of the 
Clearing Bankcus is kept for tlu* sake of convenience. One transfer 
ticket, either in favour of the clearing bank or against it, ser\’es 
the purjxise of checpies drawn in favour of or received by all the 
banks. For example, su])posk‘ there are fifteen clearing banks. 
They are certain to have mutual dealings daily. At the end of 
each day each bank has fourteen accounts to settle, to receive or 
to make payment of the balance due or owing. Without the 
Clearing Bankers’ account fourteen cheques would l>e necessary. 
By means of the account one ticket completes the transaction. 
And the whole is conducted witlM>ut the use of a single coin being 
necessary. 

Cheques wdiich are not honoured by the bankers u(x>n whom they 



THE CLEARING SYSTEM 


193 




by me, J the Clearing Bankers. 
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are drawn are sent back to the Clearing House before 5 p.m. 
Returns. exchange if they are London cheques, 

and country cheques are returned by the paying 
branch or bank direct to Uie bank whose name and address are 
written across such cheques. These are called “ returns.” Want of 
funds, irregularities of signature or of indorsement, orders not to 
pay, the death or bankruptcy of the drawer would cause a banker 
to return a cheque to the Clearing House. No banker, of course, 
is debited with any returns in making up the Clearing House 
accounts. The reason for the dishonour of each cheque returned 
must be clearly written ujxin the face of it. 

To facilitate* the work of the* Clearing House*, all cheques which 
are prese*nted through it must l)e*ar on the‘ir faces the name of the 
clearing bank which piese*nts them, and when the cheques are from 
the country the name* of the* London agent of the country banker. 

The* whole of the elescription of the* working of the Clearing House 
has been on the assum|)fion that che‘que*s alone are dealt with. 
Town and country clearings are concerne*d this is the 

Country fact. 1'he Cle‘aring House* will have nothing to do 
Clearings. country bills and promissory notes. Hut in 

London, bills of exchange*, proinisse)ry notes, and othe*r orders for 
tile payment of mone*y are just as fre*e*ly passi*d through the House as 
cheques. 

The main object of de*scribing tlu* Clearing System is to show the 
enormous advantage*s of banking in the way of e‘xchange, and also 
the saving in the use* of cenns. Hut in order to make 
^Ch^u? * ^vstem iK*rfectly clear it is proi)OSt*d to take two 
e*xample*s, one of a Lonelon cheque* and one of a 
country clu'que, and to sliow he)w the collection is carrie'd out. A 
is a customer of the X bank situateel in London. He pays into his 
account a cheque elrawn upon the V bank, also situated in London. 
The clu*que is crosse'el, and the name of tlu* X bank is written 
across the face* of it— generally by nu*ans of an imprt*ssed stamp. 
On the same or on the following day the cheque is sent by X b^k 
to the Clearing House (along with many others) and there handed 
to the representativt* of Y bank who takes it away. If everything 
is in order Y bank pays the amount of the cheque, in settling up 
the general balance at the end of the day, to the Clearing Bankers* 
account, and X bank receives the same from the Clearing Bankers* 
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account, also on the general balance. The transaction is then 
complete. Take now the case of a country cheque. Supix)se A, 
whose bank is at Leeds, pays B, whose bank is at Ih istol, an account 
by means of a cheque drawn upon the Let*ds bank. Ui>on receipt 
of the cheque B pays it into his account at Bristol, and tlu* Bristol 
banker sends it to his London agent. The chtujiie is then desalt 
with, as far as the Clearing House is concerned, in th<‘ siiine inanm r 
as a London cheque, the agent of the Bristol banker handing it to 
the agent of the I^eds banker. On the same day the clu‘que is 
|X)sted to the Leeds banker and he must make up his mind whether 
he will honour it or not. If he does so he informs his London agent 
of the fact, the London agent in turn informs tlu* agent of the 
Bristol banker, and eventually B’s account at Bristol is cieditt'd 
with the amount of the cheque. If a count r\- checjne is lud to be 
honoured there is a rult* of the (Rearing House that “ any country 
bank not inti*nding to pay a clu^que sent to it for (ollection must 
return it direct to the country l)ank or the branch bank, if auN’, 
whose name and address is across it.” But tlu* iacl of the dis- 
honour must be communicated all tlie sann* to the London agent. 
It may be noticed that if it is desired to clear a conntrs' che(|ue 
without delay, a customer should give s|H*cific instructions to his 
banker to j)resent it direct to the paying bank and not through 
the London Clearing House. In this wa\’ a saving ol two da\'S is 
effected, often a matter of great im|H)rtance in the payment ol a 
cheque. 

The present menilH*rs of the London ( haring House are the 
Bank of England, Barclay ami ( oinpany. ( apilal and ( onnties 
Members of f'lyn Mills and ('oin})any, Lloyd's Bank, 

the London London and South Western Bank. London ( ounty 

Qearing Westminster Bank, London ( ity and .Midlaml 

Bank. London Joint Sttx k Bank. Martin’s Bank. 
MetrojH>litan Bank. National Bank, National Lroviiuial Bank ol 
England, Parr’s Hank, Robarts and (“oinpany, riii<in of London 
and Smiths Bank, Williams lX*acon’s Hunk. In the c as<' of some 
of the larger of these banks the various branelu s elear diie( t without 
sending their cheques, etc., to the head office. 

The amount of work done by the Clearing House varies w'ith 
different seasons of the year. At the times when dividends are 
paid and Stock Exchange settlements are made the tninsactions 
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are of enormous magnitude. The third, fourth, or fifth day of each 
month is also a busy time owing to the fact that mathy 
bills of exchange are drawn payable upon the first of 
a month, and are, therefore, not due until the third, 
fourth, or fifth, owing to the allowance of the days of grace. The 
fourth is in general the busy day, but the due date of payment may 
be the third or the fifth if the fourth is a Sunday or a Bank Holiday. 
On an average, however, the amount of the transactions varies 
from 200 to 300 millions a week. In 1910 the total sum dealt 
with by the London Clearing House was 14, 658, 863, 000, an increase* 
of £1,133,417,000 as compared with 1909. 

In addition to the London Clearing House there are similar 
institutions at Manclioster, l.iverpool, Birmingham, Newcastle-on- 
Provincial Sheffield, Leicester, and Bristol. The 

Clearing amount of cheques cleared in these establishments is 
Houses. increasing yi‘ar by year. There is no rivalry at all 
Ix'tw’een the provincial (haring houst‘s and the London Clearing 
House. Each local one is established to facilitate the collection 
of cheques and bills within its own town or within a definite area 
surrounding it. For examph*, at Sheffield, cheques are received if 
drawn u|)on banks within an area of 25 miles. If there was no 
clearing house in any of these towns tlu‘ bankers would not send 
their che<jues drawn upon other bankers in the same tow'n to 
London, but w'ould pres<'nt them themselves. It is only w^hen 
cheques are drawn u|K)n bankers in other towns that London 
is made use ol as a eonveiiient means of obtaining payment. 
Lixal differences ap- settled by cheques drawn iq>on the local 
branch of the Bank of F.nglaud, each of the local bankers having an 
account there. 

The cK^aring systtun was practised in li!din burgh before it took 
root in London, and there are now clearing houses in most of the 
Scotch and towns of Scotland and Ireland. In Scotland 

Irish the clearing is also madt* use of for the purpose of 
Clearings. exchanging the notes issued by the various Sc 9 tch 
banks, the numbi'i of which is very considerable. In spile of the 
fact, however, that the clearing system is so complete in each of 
the three kingdoms, there is no acrangement made for international 
clearing— a great drawback and also a financial loss. 

The Americans were not slow to recognise the advantage of a 
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system which economised the use of gold. They also perceived the 
importance of such a method of exchange as that used by the 
clearing houses in a country where the distances between the various 
centres of commerce and banking were so great as in their own. 

In New York the cheques received on the previous day are sent 
to the Clearing House to be exchanged. At 10 a.m. procisojy the 
New York ^^^iver cheques to the various banks, 

is completed in about 10 niinut(‘s. Tli<> 
amount must agree with the totals in tlu* books of 
each bank. For the settlement of accounts a statement is jMvpaiv.l 
which is somewhat like the summary s1uh‘1 of tla* London L 
House. The following is a s]H‘cimen : 

THE FIFTH NATIONAL P»ANK 
Settling Clerk's Statement. Xovewher Stk, IfXM. 


Ne. 

Hanks 

Debit 

I X'ldl 

1 

National Hank 










ot C'onnnprce 


200 

Itk) 

4r> 





2 

National Citv Hank 


.So 

300 

40 





3 

Hank of Aiin’rica 


ISO 

020 

37 





4 

Merrhants’ 










National Hank 


40 

2(M» 

70 





6 

Hanover National 










Hank 


a(H) 

10(1 

07 





8 

Ast<»r National 










JLink 



100 

2S 





10 

Mechanics’ 










National Hank 


300 

4;io 

10 

I 

1 




Footing’s 

1 

0.S7 

1 002 

04 



Balances 







The settling clerk strikes the balance on tin- s< ttJcnicnl sliccf. 
If the balance is on the credit side, the amount is shown which is 
due from the Clearing Hous<*. If the balance is on the debit side, 
the amount is shown which has to lx* pair! to the ( leaiin/^ House. 
When this has been done' a balance* ticket is |)reparefL and this 
ticket is delivered to the j)roof clerk of the nianai^er ol the t learinL* 
House, who makes out the final balance sheet ot tin- vaiions banks. 
Forty-five minutes are allowed for completing the proof, and fines 
are imposed uj^on the clerks for mistakes. Far h debtor hank has 
to pay in cash between the hours of 12..'IO and L.'K) the amount due 
to the clearing hanks. Payment is made in cash aiailahle for 
reserves, but this includes Clearing House gold certificates, and a 
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large part of the balances are paid by these. Each bank has gold 
coin on actual deposit in the Clearing House vaults, and for this 
certificates are issued which can only be used for settling differences. 
The following is a copy of the certificate : 

No. — . New York, , 190 

New York Clearing House Association. 

This certifies that there have been deposited with the New York 

Clearing House Association, by the Dollars in United 

States’ gold coin to lie held as a special deix)sit payable in said 
coin to the order of said Bank on demand to any Bank member 
of the New York Clearing House Association only on surrender 
of this certificate indorsed by the Bank demanding payment of 
the same. 

Registered at the New York Clearing House, 

New York Clearing House Association, 
by W. A. Nash, Acting Chairman, 

Clearing House Committee. 

Wm. Sherer, 

Manager. 

'riiis Certificate is issued for Clearing House purj)oses only. 

The certificate is transferable by indorsement to any bank which 
is a member of the (dealing House. 

The United States Sub-Treasury has tlie privilege of clearing 
through the C learing House, and this is of considerable advantage 
to the banks, since they hold cheques drawn iijion the Government 
for various purjioses. 

As in the United Kingdom there are certain local clearing houses 
in the United States. Ihit there is no good system by which cheques 
drawn u]X)n country banks an' cleared otherwise than locally. The 
usual method adopted is to forward cheques drawn on a bank 
at an\' sjH'cilied place to the nearest town where a New York bank 
is standing remittances. This is done on the principle that the bank 
where a remittance is received may possibly be remitting to the 
place on which the cheque is drawn. The method is somewhat 
inconvenient, since the cheque jnay be sent from one town to 
another, and if no remittana^s are made to the town where the 
cheque is payable considerable delay occurs in the collection. 



THE CLEARING SYSTEM 


199 


From the most recent statistics if apix-ars that the volume of 
th? clearing in New York amounts to as much as $1,500,000,000 
per week. 

The system of clearing can he applied to any ooniniotlity, if tht‘ie 
is a degree of uniformity about the nature of tlie articles <loalt in. 

Produce payment to he made for them 

Cle^ngs. their supj)ly. A large organisation for the 

purchase and sale of st'ciiritit‘s has adopted the 
system of clearing since 1874. 

The Stock Exchange has two sets of mernheis, vi/.. hrokers and 
jobbers. The former purchase or sell securities for clients and 
Stock transact l)usiness through the latter, who are in reality 
bearing* nierchants in certain commodities, vi/., stinks and 
House. shares. A broker has an ordi r to buy and goes to a 
jobber who possibly has at that moment no stCK'k in his possi'ssion, 
but who nevertheless makes a liargain to sell on the chance ol buying 
the required stock from another broker. Tlie si ttlement in sten ks 
is effected once a fortnight, and the stock bought l)\' broker A 
may have been bought ami sold many timi s ovei before it ultimately 
reaches him on the day of sidt lenient. Now all thesi* transactions 
may be effected without ])ayment. The clearing is canied on by 
a sy.stem of balance sheids and tickets, no money or MTurities 
being received in the ( learing House. E-veix member has to 
forward a balance sheet which shows for each particular stiK'k the 
various amounts purchasi'd by him, and also the amounts sold by 
him. which he has to deliver on the si t t ling ilaN . 'I his list also 
contains the names of the sellers and of the buyers. The balance 
of stock to be received or delivered is shown on the balance sheet. 
When this list is received at the Clearing Housi*, each item is can- 
celled against the corresjKinding amount of stock stated on a list 
supplied by the other memlier. After this has been done the 
balances only will remain outstanding. When all the balances 
have been added up it will be sc*en that the total amount of stork 
sold will equal the amount of that purchased. Thosi* who have to 
deliver stock are then supplied with tickets giving the sitparatc 
amounts into which it must be diviiied, with the names of the 
members who have to receive the same. On the other hand, tickets 
are given to those who have to receive stock showing who will 
deliver the same. The receiver pays to the memlK.T delivering 
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a fixed price for the stock, which is fixed two or three days prior to 
settling day, and is known as the “ making-up price.” All 
differences between this price and j)rior transactions are adjusted 
by the dealer or jobber and the stockbroker. 

The clearing is particularly useful in those groups of stocks which 
are designated “ sj)eculativc,” because in many cases the stocks are 
not actually sold, but carried over from account to account — the 
buyer or the st'ller l^aying the difference in price which is called the 
” contango.” 

In 1888 a soci(*ty was formed called the Heetroot Sugar Associa- 
tion for tlie ])urpose of clearing that particular kind of sugar. 

Clearing there must be uniformity, the clearing was based 

House for upon lots of 500 bags of a definite weight and quality. 

Sugar. When a broker sells a quantity he issues what is known 
as a ” filien* ” for each 500 bags, giving particulars as to ship, 
warehouse, and trade marks. This filiere is a sheet of pajxir some- 
what similar to a dock warrant, giving the above-mentioned par- 
ticulars, but it contains a series of transfer forms which are filled 
lip and signed by each successive holder, by means of which the 
sugar is transferrt'd to a new purchaser. There is a cou})on attached 
to the filiere which gives the date and the hour of sale, and this is 
detaclu'd by the seller who retains it as evidence to determine any 
liability in conseqmmce of delay in the transaction. 

Any purchaser who requires delivery sends the filiere to the 
Clearing Housi\ and his name is forw'arded to the first seller w'ho 
tenders him the w'arrant direct. These documents may pass from 
hand to hand within a limit of six days. When a transfer is effected 
a stamj) is affixed for the ck'aring fee. 

The diffiTence betwt'en each transaction, either profit or loss, 
is adjusted by the Clearing House, w'hich either sends a cheque 
for the ]iroftt, or requests that the amount of loss may be jiaid at once 
to the bankers of the association. 

The s\ stem api^ars to work smoothly and it is considered advan- 
tageous in the trade. There is a considerable saving of clerical work, 
and the ultimate balance to Ix' paid in cash is comparatively small. 
A great economy in the transfer of cash from one bank to another 
is also effected, and in that respect the system is beneficial to the 
London banks. 

In 1888 an institution w^as formed for the purpose of regulating 
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and adjusting bargains in colonial and foreign |>ro<luce. At first 
London the only articles cleared were tea and cotYee, !>ut after- 
Ow^ng wards wheat anti silver were included. The ohjt‘cts 

House. of the institution are to guarantee the fulfilment of 

bargains for future delivery both to the buyer and to the seller, 
as well as the weight and c{uality ol tiu* coiiuiuhIiIn dealt in. 
This is effected by means of a margin provided by the contracting 
parties to st^cure the association against future loss. Since the 
transactions are ultimately settled by tht‘ final balance tiwing, there 
is a considerable economy by the use of this clearing system. Of 
course the articles cleared must Ik* uniform in weight and quality, 
otherwise it would Ik* im]>ossible to settles the transactions. The 
wharf which holds the commodity guarantees the delivery of the 
same after the dealing Mouse certificai** is altaclied to llu* warrants 
to l)t‘ the same as that desci iln^d in the certificate of guaiant(‘e. I'liis 
systtTii is also of great s<-ivice to banks, because* h‘V\rr chei|ues 
are drawm by firms which have coiisiderabh* dealings in the markets 
for such commodities. 

An association was established in 1842, and atterwards legiilated 
by an Act of Parliament, passi'd in 185(1, calh*d the Railway ( learing 
Railway which lailw'av companies in I’Jigland and 

Clearing Scotland an* enabled to carry on through tiaflic over 

House. various lines as if they all belonged to one rom))aiiv. 

From a small beginning with a staff of loin cleiks it bas giown to 
such a size that it now finds employment for more than two Ibousaiul 
IKTSons. The whole of the accounts in ieS|HCl of through Iniokings, 
and ol similar dt-alings, so as to strike a balance between tl»* various 
companies, are made n|) at the ( learing Housi*, which is directed by 
a committee of delegates ap{»ointed by the coTnj»anies which an* 
parties to the clearing system. The railway Clearing House is 
situated in Seymour Street, close to Kiiston Station, the London 
tenninus of the London and North West<*rn Railway. 

At Liverpool the principle of clearing has Ix^en adoplefl for cotton 
transactions, hut it is rather a comple.x system, sinci* forty-six 
different forms of contract, orders for delivery, etc., 
have to be applied in the process, and el<*ven more are 
necessary so as to connect the Cotton Brokers' Bank, 
the name of the association working in conjunction with the local 
branch of the Bank of England, which conducts the clearing. These 
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numerous forms are required in order to deal with the re-sale of 
the bales of cotton before they ultimately reach the final purcha&r. 

Such questions as insurance against fire, the possibility of arbitra- 
tion to settle disputes, appeals against decisions, different methods 
of dealing according to special rules in force, whether the cotton 
comes from America or our Eastern dependencies, the various 
incidents which may arise in consequence of a complicated business, 
as well as the final adjustment in cash, are provided for by s|)ecia] 
rules drawn u]) by the Clearing House. 

All the effects, whether cash, cheques, bankers’ drafts, or tele- 
graj)hic transfers, are lodged with the Liverpool branch of the 
Bank of England for the credit of the Liverpool Cotton Bank 
Clearing Account. The members then transfer the amounts from 
one to another, and at the en<l of the day the Cotton Bank sends 
a comj)leted |)ay list to the Hank of England, so that balances owing 
to the nieml)ers are paid by cheque. The method is similar to that 
of other clearing institutions, since the differences between the 
sale: and the re-sal(‘ of cotton are adjusted by one cash transaction. 

The Liverj)Ool banks profit considerably by the system, since a 
large number of cheques would have to be drawn by the old method, 
when every purchase and sale was effected either by cheque, gold, 
or liank notes. 

All sucli nu'thods, therefore, an* of great st rvice to the community, 
IxTaiise they not only reduce the amount of the circulating medium 
required by tlu* countr>', but are of considerable value to the 
banks which become the final clearing houses for all commercial 
transactions. It can be seen at once that the method could be 
apj)lied to any commodity of the grade, weight, and quality were 
identical. Lor e.xample, if tea was shipivd in chests or boxes of 
identical weight and qualit>' there would he no difficulty in apph ing 
the clearing .system to it. In addition to lx*ing advantageous to 
the banks and to the community generally, as diminishing the 
quantity of mone\’ and the circulating medium required, there is 
economy in work, and therefore a benefit in prices to be obtained 
by all classt's of 
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THE ()K(;amsati()N of a hank 

No large undertaking can he sucressfully carried nn unless there 
exists a complete su|vrvision over all its woi kings. Owing to the 
fact that there have het^n amalgamations of hanks on a gigantic 
scale during the last few years, it has Income juaclically im]>ossihle 
for any hank manager to umlertake the suiHM vision of i*verv hanking 
transaction. Suh-divisions of the work are absolutely necessary, and 
the direction of thes«* Mih-tlivisiiins must he j»lai‘t‘d in the hands 
of various officials. I^ach official is iesponsil>Ie tor his own depart - 
int'iit, and, of couise, ultimately to the hank managei hiinst'lf lot 
what has lu'eii done. It is here intt ndid to give a ilesiiiption of 
the various d<‘partments of the head olhee of a London hank to show 
how the divisions art* made*, and the manner in which the wotk 
is su|H*rvis4 (l, 

r])on <‘nteiing a hank there are seen offic ials U hind a long counter 
whose duties are either to re<‘c i\e credits from cusfoiueis, or to 
Receiving and c ht cpiesoi hills drawn njHin the hank. In a small 

Paying estahlislmienf tin* rc*ceiving cashier and the iiayiiig 

Cashiers. <';ishiei ma\ 1m- one and the same* jH ison, hut it is usual 

for the work to Ik- divided, and often there an- several ic-c caving 
and Several pa\ ing cashiers. Again, a fur tlu r suh-division is some* 
times made according to th»* nuinher of c nrrc’nt acrounls, and each 
cashie r, whether ic*cc*iving or paying, receivc-s from or pays on hehalf 
of cnstonieis the initials of whose* surname s comme nce* with certain 
letters. Thus, rece*iving cashier A will nreive cie*dils lor c'UStome*is 
whose* surname's romrne*nce* with the letter A to If the hank 
has a large niiniher of counlrv c:iistonic*rs, and also under lakc*s the 
agency work of country hanks, it is generally found c onvc-nieiit 
to have a separate* department for this hiane.h (if its work, and a 
separate staff of cashie*rs is re*quire*d for it. 

The rece*iving cashier receives the cash articles of the* customc'i, 
cheques, note's, or money, .sees that tli<*y are pro|H*rly eiite*re*d on the 
cre*ciit slip, initials the counteTfoil in the payirig-in lKX>k. keeps the 
ert'dit slip and the cash articles, and returns the jjaying rn hcx>k to 
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the customer The work of the paying cashier, when a cheque 
is presented to him for payment, has been already sufficiently 
described. 

As to the cheques which are paid into a bank, there are two 
imj)ortant divisions, viz., thosti which are drawn on clearing bankers, 
^ ^ and those which are drawn upon banks which are 

not represimted at the Clearing House. It is obvious 
that these cheques must be divided, because they 
have to be collected through different channels. There is, moreover, 
a third division of cheques, viz., those drawn on the Bank of England. 
These are kept quite se])arate, because that institution only uses 
the Clearing Housi* for the purj)ose of prestmting cheques drawn 
uj)on clearing bankers. 

Tlie receiving casliier enters the total in his cash book and gives 
the credit not(* to another official called the waste book clerk for 
the puri)ose of entering it in a book which will be 
subsequently described. This is done in order to 
analyse the various articles, and a record is kept 
of the amounts of each in st‘parate columns. After this has been 
effected they are handed over to different departments. The cheques 
drawn upon clearing banks are delivered to the clearing clerks 
for the ])ur|)ose of their being sent to the Clearing Housi* for collec- 
tion. Thosi* cheques which are drawn on non-clearing banks are 
received by what is known as the walks dejmrt- 
De^tmeiit There they are sorted by a staff of clerks 

into various divisions for the purix)se of their Inking 
sent out for collection by walks clerks. The total amount of the 
cheques must agree with tlu* totals in the siH*cilied columns of 
the waste book. 

The cluupies, which are drawn on the bank itself, are entererl 
separately in the books which are known as the paid 
cash books, and which are ke|)t by a distinct set of 
clerks. 

Bank of England notes and country bank notes are retained 
by the cashiers, wlio afterwards deliver them to the chief cashier, 
the amount so received forming part of the cash balance of the 
bank. 
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The receiving cashiers make out a docket of the total amount of 
sums received for entry in the ledgers of the hank. The duties 
Led er Clerks. clerks who have charge of the ledgers are to 

make all the entries, both debit and credit, ami to 
show the balance owing to or by the ciistomt i . The ledgers are 
sub-divided in a similar manner to the received cash books, so that 
the two lK>oks may be compared eitlur daily, w(‘ekly, or at any 
other S[K’cilied time. 

When the credit slips ami th«* che<pies paid in dining th«* day 
have Invn entered in the ledger, they art* tlt liveietl to the pass botik 
Pass Book depart nit'nt for the pur|)oses of entries being madt* 

Department. j|^ tlu* customers’ brK>ks. Ik tore this is ilone, howevei , 
the cheques art* cancelled l)y mt*ans t)l a )H‘iif>iating mat hint*, and 
this cancellation ncortls tht* date of paymt iil. 

It is obviously important that the Ihift* st ls of bot»ks alit'ady 
namt'd, viz., received and paid cash Ikm)I\s, letlgeis. and pass books 
Check or should agitt*. In older that tht v mas tio so. a d.iily 
Examining examinatitin is matle bv a stall t>j t It iks, anti each 
Clerks. ^ntry in the books is t alletl ovt i bv .i ledgt i cleik 
to the examiner. Tht rt* is, howevei, anotht i t lu*ck n]K»n tin* 
entries in the btKiks, and this is by rntans til the tiaily balance. 
This work is undertaken by otht i oHicials whose duty it is to lind out 
the errors, if anw in the books. 

The totals of all the cri'dits and checpit s paid are ent« ie<l into 
a cash sumrnarv bo<»k as follo^vs : 


Amount of Cash | 
previous day. . \ 

Received cash books 


/1 0,000 


.Amount of paid ( 
cash l>ooks. ... \ 

Not<*s UK) 

Money 7.9fK) 

Bank of Kngland 

chefjues I,(KK> 


£15,000 £15,(KK) 

From the al)Ove it will be .wn that the balance has been reduced 
to £9,000, which consists of not(‘s, mone\ , and Bank ol Kngland 
Cash cheques. This is a .simple form of a cash summary 
Summary lKH>k. In ii large bank, however, there an* a great 
numlxT of transjictions to Ik* recorde<l, but the 
principle is to balance the 1xx>ks, in the manner already described, 
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Paying 

Cashiers. 


and if the amount of cash held at the close of the day’s transactions 
does not balance the two sides of the account there must be some 
mistake in the various entries. 

The paying cashiers receive a certain amount of money from the 
chief cashier and record in their books the cheques paid, but they 
have nothing further to do with such cheques, which 
are handed over to the clerks in charge of the paid cash 
books. At the end of the day the cashiers must 
agree their books and show the balance in notes, gold, etc. The 
ins|)ector is required to verify the balance at stated |>eriods during 
the year. 

In the last chajder the work of the Clearing House was explained. 
In all clearing banks there are two sets of clerks known as “ in ” 
clearers and “ out ” clearers. The first named go 
to the Clearing House and receive the cheques and 
bills drawn upon their resjxTtive banks. After the 
entries have Ixrn made, clerks are sent from each bank to receive 
such documents, and they take them to the various banks for entry 
in books known as “clearing supj dements.” The “out ” clearers 
receive cheques and bills drawn uj^on other banks and send them 
to the ('learing House, where they .are delivered to the clerks of the 
various banks upon which the cheques and bills ar(‘ drawn. 

These two sets of clerks iindiTtake lh(’ work connected with the 
payment and recei|)t of clearing cheques, but they do not, however, 
actually pay the cheques. This work is clone either 

Cheq^^ by the receiving or the paying cashiers, or by the 
ledger clerks. When a checjue has been ])aid the 
clerk initials it ; in fact he becomes res|>onsible for the trans- 
action. Of course, the ledger is always accessible in order to 
ascertain the customer’s balance ; but, in addition, the clerk has a 
“ stop ” book, which contains a list of cheques not to be paid, and 
also a list of doubtful accounts. 

The bill department of a bank undertakes the work connected 
with bills of exchange. There are three classes of such documents, 
viz. : 

(1) Those ]xiid in for collection and designated 
“ short.” ' 

(2) Bills received from country banks and foreign 
correspondents for collection. 


Bill 

Department. 
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(3) Bills which have been discounted and which are held as 
security. 

When bills are received it is first of all necessary to s<'e that they 
are pro[>erly drawn and adequately stam|H‘d (st'e ( haptei \'1I1,) 
The next oix^ration is to insert the date when they will fall due 
in the top right-hand corner. If bills requin* acceptance the walk 
clerks leave them with the drawees for that |)ur|H)s<* on the dav after 
their receipt by the bank. As soon as acceptance is complete*!, 
they are entered in the lK)oks. which will be rel» ired to latt*r. and 
then sorted and put away in the order ol their n'S|H-(‘tive dates of 
falling due. 

It has b(‘en already |Hnnfed out that it is of the utmost im|H>rtance 
that bills should lx* dulv prestuifed at maturit\ in <»rdc‘i that the 
rights of th<‘ holder may lx‘ enforced against anv of the partii‘S. 
For this pur|X)s<‘ tuitries of bills are made in diaries under their 
resjX'ctivi* dates, and as the bills tall due thc‘\ art* markt‘d off against 
such l)ooks and then prt*sente<i for jiayment. 

A check is provided by crediting the vaiiotis attounts from the 
bill rt‘gisters, so that if an\' bdls are not juesi uted on then due 
date, the Ixxjks of the bank <it» not balance. Th(»se bills which 
an* bought from customers or diMOuntei! an* enleretl in the discount 
ledgt‘r, the prf>cess being as folltms : J<»hn Fvans ( O.. are < redited 
with, say, £l,0f)0 for bills distounted, and their account is debited 
in th(* discount ledger. /\t maturity cash is rect iverl, so that the 
discount h-dger is credited, and rasfi is debtor foi the amount. 

The country department of a bank <|eals with a variety of trans- 
actions on behalf of country and foreign corres})omients. A country 
bank remits day by day checjiK s and bills which are 
Department London. These hav*- to be s<-nt out for 

collection through the various chaniu*ls which have 
been aln*ady enum"rate<l, vi/., walks, clearing, Bank ol Kngland, 
etc. Paym ‘fits hav<* to be mad<* to banks on ac< ount of < usfomers 
who have Iran.sactions with the metio|M>lis, nr bills may have Ix'en 
sent for colh'ction, and the London agent is recpiired to prese nt them 
for payment or send them abroad for that pur|X)s<*. All thes<* 
matters are carried out by th<* Lomlon agents of the country banks, 
and the Clearing Hons** and the Bank of Kngland make it |)Ossible 
for enormous business transactions to Ixr carried on without the 
necessity of coin or notes being sent from the country to London. 
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At one time the collection of country bank notes was an important 
part of the work of the country department of a London bank, but 
in recent years the number of such notes has considerably dimi- 
nished, and the task of collection has necessarily declined. Again, 
drafts have to be obtained for the purpose of remitting money to 
foreign countries. These are bought from the various brokers 
who deal in bills and cheques j^ayable abroad. Possibly stocks 
and shares have to be bought or sold but this work is usually 
carried out by the seairities department But whatever the cash 
transactions carri(‘d out, the whole of th(‘m must be concentrated 
in the gen(‘ral casli book, which is a summary of the diiily oi)erations. 

It has h(*en stated that the country department undertakes 
the work for foreign correspondents, which largely consists in the 
accejitance of bills drawn abroad u]>on the London bank. Such 
acce|)tances have been classified as follows : 

(1) Drafts of seven, fourteen, or twenty-one days drawn by 
country bankcTs for the purpose' of remittance. 

(2) Acceptance's u]) to niiu'ty days against en'dits established 
by banking corn^spondents in the* country. 

(3) Acceptances on account of foreign and colonial banks having 
head offices in London. 

(4) Acce])tances to mt'icantih' firms and companies abroad. 

On reference to a balance sheet it will be found that acceptances 
form a very im|>ortant item, and it is desirable to have some idea 
with regard to th<' same. A large number of bills are drawn abroad 
for the ])ayment of goods shijiped to this country and vice versa. 
When the bills have been accepte<l they liecome as it w'ere cash, 
because bill brokers are willing to discount them at fine market 
rates. In consideration of a bank accejiting such documents a 
certain commission is charged, and also a jx*rcentage on the yearly 
turnover, which is the total amount jiaid for that jx'riod. The 
bank recpiires collateral security for the ix*rformance of such 
ojXMations, and negotiable securities are lodged as cover for the due 
payment of the bills. 

It will be noticeil from a balance sheet that it is customary to 
show the amount on lK)th sidgs under the heading of customers’ 
acceptances. The w’ork connected w'ith such documents is similar 
to that of the bill department. 
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The bank is informed of all drafts drawn Ujx>n it, and on rco'ipt 
of* this advice, the full particulars arc entered in the advice l)ook. 
The drafts are also entered in the advice diary draft l>ook, whore 
they are classified under the dates u|X)n which they fall liue. When 
bills have been accepted, it is necessarv to discharjje them in this 
book. Full particulars of the lulls, such as the bank’s numln'r, the 
name of the drawer, the date of the draft, the term, the payee, the 
customer’s number, the date when acreptt d, tin* date of payment, 
the amount, and the name of the hold(‘r of the draft, ap|H\ir in 
the accejdance draft journal. In order to cheek the various entries, 
the bills are entered in the* acceptance cash Injok, which must 
agree with that already described, vi/., the advice diary draft 
book. An imjXTsonal account may be o|H‘ned in the ledger to show 
the bank’s indebtedness for bills accepted for corres|>oiKlents, but 
the usual course is to hav(' a book known as the bills ))ayable 
accepted ledger, which shows the amount outstanding on each 
account. 

When bills are left for acceptance tlH‘y are compared with the 
advice lK>ok, and if iK'ifectly in ordcT thev are acceptc*d by the 
bank. The usual method is for two oflicials to accept on lu*half 
of the bank. When they are ])res(‘ntc*d for payme nt the* bills are 
discharged in the books which have h<*c*n aln adv descriU*d. 

The country dejiartnient also undertakes the collection of che(ju<*s 
drawn ujx)n Scotch and Irish banks. It was |K)intc'd out in the last 
Collection of ^>**nks of Scotland or Irelanri 

Scotch and belong to the ('tearing House. .At one time it was 
Irish Banks, usual method for an Knglish country banker, 

who received a cheque for collection <lrawn upon a Scotch or an 
Irish bank, to present the same directly through th(‘ i)ost, and to 
request a draft on London for the amount in return. This was 
usually sent, less a small charg<‘ made for commission. Now, how- 
ever, several of the larger banks have made arrangem«*nls for the 
mutual collection of cheques through their London agrmts. 

The securities department of a bank d(*als with the work connected 
with securities lodged either for s;ife custwly or as cover for a 
loan. The usual methods ol I xxik- keeping are 
afloptfil in this d» |>artn« nt, viz., journal aiul h-rlger 
entries. Particulars of all securities when IcxJgeil are 
first entered in the journal, and then another clerk in the dejiartmcnt 
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enters them in the securities ledger, where full particulars of the 
stock lodged are recorded. This book is kept in a manner similar 
to that of an ordinary ledger. When securities are deposited at 
a bank the particulars are entered on one side of the account, and 
when delivered up they are discharged on the other side. 

As there are a large number of bearer securities with coupons 
attached, a considerable amount of work is entailed with the collec- 
tion of the same. A series of diary entries is made so that coupons 
may be presented at maturity. 

Another part of the work of the securities department consists in 
the buying and selling of stocks and shares on behalf of customers. 
The banks employ a stockbroker to transact the business on the 
Stock Exchange, and receive a part of the commission on the 
transactions. Securities are delivered or received from the brokers 
on customers’ accounts, and entries are made in the books of the 
various sales and purchase's. 

There is a sc’parate department for correspondence, wliere all 
letters are received, and it is the duty of the clerks of the department 
to o]H*n the letters and take note of the remittances 
^DepartmeS^* contained in them. It is usual to make a list of all 
letters received in cjise any get mislaid in consequence 
of iH'ing sent to so many departments of the bank. When this has 
been ilone the remittances are delivered to the various dei>artments 
for credit or for collection. In the case of foreign bills which are 
received it is necessary to s<‘e that the ])ro|H'r bill stamps are 
affixed Indore they are stmt out for j)resentation for payment. All 
letters received are sorted and filed for future reference after 
acknowlt'dgment. ( ablegrarns and telegrams are also received in 
this department. If they are in cypher a translation is made at 
once and a note taken of the instnictions contained. This wwk is 
also very considerable, and large amounts of capital are transferred 
daily in London from one bank to another by means of telegraphic 
transfers. 

The accountant is resjwnsible for the correctness of the book 
entries, and various returns of loans and discounts are prepared 
in his office either for the use of the directors, or, 
in the case of a hwmeh bank, for the use of the head 
office. The returns from the branches are received 
weekly, and all the particulars duly noted and recorded. Also the 
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securities which are lodged either for safe custody or against loans 
are checked against the journal entries before the\' arr de|>osited 
in the strong rooms of the bank. 

The general cash book is an im|)ortant one. and it will b<‘ suh- 
sequently described. It is necessary tliat it should In* posted dail\-, 
and this cannot be done until the balance ot cash is correct. .‘\ 
special staff of clerks conducts this work, and tlu v n‘j»ort to the 
accountant when the final entries can be made, riu* gi'ueral 
ledger is also kept in the accountant’s department, and Irom this 
the half-yearly profit and loss statein<*nt is prepared. 

The manager's department is that which di‘als with loan tiansac- 
tions, and here a record is ke[>t ot all parti<'iilars K'specting loans. 

advances, and discounting l>ills. .Applications lor 
De^rtoent are receivt‘d in this ollice, and hen* documents 

are de]K>sited as collateral sicurity when lo.ms are 
granted. With regard to bill ^liscounting. |>articiilar'' relaliitg to 
the drawer, the acceptor, and any indorsers are diil\^ jecorded lor 
future reference. It is of the utmost importaiu'c that such n ^ords 
should be kept, in order to avoid the risk of lo^^s uhich woidd In* 
certain to arise if ]>ills of doid)tful value were discounted. 

Sej^arate ledgers for loans and discounts are k< pt. and the t ulries 
show how much of the sur]>lus funds (»t the bank have been ulilis< <| 
for these purjK)ses. 

Money at call, which is an important item in tin* balance '-la <1, is 
under the control of the manager. 

In order to ascertain the financial position of th<* bank, a state- 
ment is })repared every day which shows what it is, as far as it ( an 
be a.scertained. For tlie purj>ose ol preparing this statement an 
account is taken of the various remittances which have be<-n sent 
by jx)st, as wa*ll as the amount of bills matming rm account of town 
cu.stomers and country banks. To these* an* adrleel tin amounts to 
l)e received through the ( learing House on aceount oi tin e cninliv 
clearing. With resjM*ct to payments, the n* an*, similaih . advin s 
from country banks and other cones|)ond<*nts ot the \ arious sums 
to he paid. The amount to b<* j>aid on account of acce j stances 
maturing is also included. 

When it is found necessary to increase* the cash reserve, the 
amount required is obtained from the Hank of Kngland. If the 
balance at that institution is lx;low the usual resi?rve, it is necessary 
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to ascertain the amount required to replenish cash, so that money 
at call can be proportionately decreased. When there are any 
customers’ accounts with abnormally large balances, an allowance 
must be made to provide for this contingency. As a rule the daily 
fluctuations of amounts received and paid are small, in fact the 
receipts practically balance the payments. When, however, a large 
pul)lic loan is floated in the market, the effect is to diminish the 
cash reserve, which is met either by calling in loans from the 
brokers, or l)y reducing the cash balance at the Bank of England. 

The manager makes an aj)proximate estimate of all the causes 
which are likely to have an effect upon the floating balance, and 
if he finds it possible to lend money, the bill brokers who generally 
attend every morning are informed how much the bank is prej)arcd 
to lend either at call or at st*ven days’ notice, or }x)ssibly for a 
longer period. Each broker keeps a current account with the bank, 
so that when a loan is granted his loan account is debited, and 
his current account credited. If, however, it is necessary to call 
in money, the broker gives a cheque for the amount, and receives 
the securities deposited by him with the bank at the time of the 
granting of the loan. 

These securities, which are generally known as “ floaters,” are 
bearer securities, and, therefore, easily negotiable. As a rule 
they consist of C onsol Certificates, Exchequer bonds, Treasury bills, 
or Indian railway bonds giiaranteetl by the (iovernment. All 
st*curities lodged are carefully checked, and entries are made in the 
lodger giving full particulars regarding the sam<'. After this has 
been done they are delivered to the securities clerk who deposits 
them in the strong room of the bank. Although entries have been 
made in the journal and the ledger, the clerk makes an entry 
in another book of all si-curities, either dejiosited in or withdrawn 
from the strong rooms. This is an additional check on the journal 
entries, and at the same time it affords another record of the 
transaction. 

It is highly imjwrtant for a bank with large dejiosits, Qsi)ecially 
when there are many branches, to have a iH'ifect system of check 
on all the various banking oiHTations which take 
jdace. This is done by means of insjxictors, who 
must have a thorough knowledge of the daily routine. It must 
not, however, be forgotten that the daily examination of the ledgers 
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forms an important link in a series of checks u\x}\\ the \x>ok entries. 
There is, in fact, a continual inspection taking? place by thrtv sets 
of officials, viz., examiners, ins|x^ctors, and managers. 

The following are the ])rincipal duties of insjHctors ; (a) Count 
the cash, (b) check the bills held against diary entries, (r) examine 
all securities j)eriodically, (rf) examine overdrafts, (e) receive ]>ass 
hooks direct from customers, (/) see that the daily examination hy 
the staff is carried out efficiently, (g) investigate the discipline of 
the branch, (h) examine the general ledger, (i) value tlie securities 
held against loans and overdrafts. 

Reference has been made to the daily examination ; but there 
is an additional safeguard — the clerks t‘xamine different ledgers. 
For example, the clerk in charge of the A ledger on oru* day exam- 
ines with another official the H ledger on the following daw and so on. 
In this manner every book is carefully and fully checked. In a 
general way the insiK*ctor at the end of each month inlorms t I k* clerks 
which are the ledgers they will have to i>ost during the following 
month. Similarly the receiving and the ))aying (Mshiers tak(‘ 
charge of different cash liooks every month. The cash in hand 
is checked weekly and monthly, not onlv by inspectors, but also 
by the bank manager, and, in the case of a branch, the correct- 
ness of the amount is certified to tlu* head office. The Ins|>ector 
also examines the liills which have been discounletJ in order to 
ascertain that the total amount held agrees with the book entries. 

The method adopted at the head olhct* is carried out in a similar 
manner at the branch offices of the bank. Weekly returns are 
sent in by each branch to the lK*ad office, and these 
Inf^Hon carefully examined by the manager, and after- 

wards submitted to the directors for their aj)|»roval. 
After this has Ix^en done the returns are delivered to the ins|M*ctor’s 
department where notes are taken of the various changes which 
have occurred since the last return was made. It is then iiec<*s.sary 
for the insjxjctor to make a weekly or a perio<Jical vi^il to the branch. 
He takes with him the return, wdiich is in realit\ a balance shee t 
showing the assets and the liabilities, together with an account of 
the bills discounted for customers, and the jjarticulars of tlie 
advances made. The insjx^ctor first examines the general cash l)Ook 
and verifies the entries by the wxH*kly balance slK*«*t. If these? agree, 
he initials the casli book as l>eing correct. Of course it is itn|K>ssible 
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to check the cash against the return, because of the changes which 
have occurred, but the amount held on the previous night can be 
verified by checking the tills before the branch commences its daily 
work. The bills discounted are also examined in order to see 
whether the return is correct. In a similar manner the advances 
are checked, and securities lodged as cover are examined to see 
whether the l)ank has a })c*rfect title to them. Securities lodged 
for safe custody on behalf of customers are also examined and 
compared with the l(‘dg(‘r entries. 

The above forms tla^ we(‘kly routine of an inspector at a branch 
bank, but in addition to this there is a monthly ins|x*ction which 
includes the valuation of all (locuments lo^lged as s(‘curities for loans, 
and also the examination of the bills which have b(*en discounted. 
The names of the drawers, the acceptors, and tht* indorsers are 
gone through with th<‘ greati‘st care in or(K‘r to aset rtain whether 
the bills discounted at one branch of the bank lH‘ar the same names 
as those discounted at any other branch. 

In sorm* banks one of the directors makes a pt rsonal insjx*ction 
of file hrancli ollicis, and examines the gtniTal cash book in order 
to discover whether the ins|K*clor has made his jH*riod- 
^"Sirectors I'xamination. Tlu* geniaal busint'ss of the branch 
is then noticed, and, if necessary, whatever books and 
securities it is considered ilesirable to examine are produced. From 
the weekly rt‘]H)rts submitted to the directors a gemual idea is ob- 
tained as to the management of the branch, so that when a director 
visits a branch he is in j)ossession of certain facts which enable him 
to ascertain whether the returns are correct. 

At the end of each half-year all the luKiks of the bank are balanced 
in order to prepare the lialt-yearly statement which is submitted 
to the .shareholders. This statement is, in fact, a 

Stetement review of tlu* financial ojH'rations for the half- 

\ear. I'rom the general ledger tin* half-yi*arl\' profit 
and loss sheet is prepared, and every branch transmits to the head 
office a similar statement showing the amount of profit which has 
been nia<le, together with paniculars of any losses which may 
have taken place during that ^n^riod. The balance of profit from 
each branch is transferred to the head otfiee by entries in the books. 
The branch credits the head office with its profit, whatever the 
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amount may be, and at the same time the heatl ofhn* debits the 
branch. When all the profits have Urn astertaineii. the final 
profit and loss statement can be easily j repared. 

The general balance of the l>ooks is also necessiiry for the pur|>ost* 
of examination by the auditors appointed for that ]nir}>ose. 

Auditors. duties may Ik* summarised as tollows : (<i) 

examine the cash, (b) check tht* bills disi'ounted 
against the diaries, (e) verify and ins|H.*ct stnirilies lodgtHl as 
cover for loans, {d) ascertain the amount of loans and overdrafts, 
(e) check the deposit and current account h‘dgers against the 
balance trial sheets, (/) ascertain the amount of casli articles in 
transit, (g) examine the charges account for tin* half-year and 
check the profit and loss statement, (/i) check tlu* geiu'ial ledger 
and see that the totals are enten‘d correctly in tlu* balance 
statt*ment. 

It will be seen from the above that the cash held must be exam- 
ined, as w^dl as the various securities which are deposited as cover 
against loans and overdrafts, and also against accirptances which 
ap])ear in the iKilance she(‘t as a liability. Tlu; auditors as(a;rtain 
the totals of current accounts from the balance statenu;nts which 
art; prepared b\' clerks at the end of the hall year. Tlu* balaiict; 
of tlu; bank’s current account at the Hank ot Kngla »d is checked, 
and the investments are also carefully examined. When this has 
been done in accordance with the (’omi)anies Act, the auditors 
rej)ort to the shareholders that they have made tlu* luressary 
examinations and that they find the same correct. 

The organisation of a bank is })iactically urulei the (ontrol of 
the directors, who are res|)onsible for the siicct*ssful management 
of deposits entrusted to their care. Kejuirts from all 
departments are brought before them <lail\', and 
SjH^cial notice is taken of loans and overdralts. .Many branch 
managers are, as a rule, not allowed to grant loans lor large amounts 
without bringing the application Ixfore tlu* board ol diiectois. 
All the facts relating to advances are carefully examined, and 
great care is taken with regard to the st*curity which is offered and 
also the financial ]x>sition of the apj>licant. The larger banks 
appoint various sub-committo*es, consisting of a ft*w ol the directors, 
and to each of these sub-committees some sj^cial work ol 


Directors. 
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supervision is delegated, as it would be impossible for the whole 
body of directors to decide all minor points connected with the 
management of the bank. This is particularly the practice at 
the Bank of England, where there are several committees 
appointed for the purpose of individual investigation, and any 
important point is discussed by the whole board at the weekly 
meetings of the directors. 



CHAPTER XII 


BANK BOOK-KEEPING 


Liabilities. 


When bank book-keeping is considoretl it is most imjwtant 
to remember that the only commodity dealt with is money or 
capital, but that the method of recording entries is the same as 
that adopted by a merchant in the ordinary* coiirst* of his 
business. A complete set of bank Ixxrks will be given in order to 
illustrate the method. But it must be understootl that there is no 
uniformity, l)ecause each bank has its own system in order to naud 
its peculiar requirements. 

A study of the balance sheet of a bank will show tfiat tlu* liabilitic'S 
of a bank consist of three kinds, viz., to shan holders, to depositors, 
and to holders of bank acc(*ptanc(‘S. The share- 
holders have provided the caf)ital rt‘(|nired to carry 
on the business of the bank, the de|)ositors havi* plac(‘d mon(*v in the 
bank on deposit or on current accounts, and th(‘ holders of accept- 
ances arc thos(' |H?rsons to whom the bank is liable to pay the 
amounts of bills when they fall diu*. 

The asstds of a bank differ somewhat from those of a commercial 
firm, since a considerable jx)rtion of them consists of cash, in the 
form of gold, silver, or bank notes. ThiT(‘ are also 
investments which can l)e realised at short notice. 
These tw’o arc known as liquid assets. In addition there are included 
in assc'ts bills discounted and advances, which are in many resjM*cts 
similar to the assets of a merchant who holds bills against goods 
sold, or who has creditors owing him various amounts against 
which j>ossibly there is no s<^curity. It has been stated that accept- 
ances are a liability ; but at the same time they form an asset, .since 
a bank will scarcely ever take an acceptance w'ithout some 
security being deix>sited as cover. The last form of assets 
consists of the bank jjremises. There are thus five kinds of 
bank assets, viz., money, investments, bills and loans, accej dances, 
and premises. 

As money is the main and the most important commodity dealt 
with by a bank, the books used are for the puri)Ose of recording 
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entries as to money, but as there are various forms of money, , or 
documents representing the same, a large sub-division of 
book-keeping books is necessary. 

The books of a bank may be divided into two classes as follows : — 
Books for Recording Assets 
Received cjish books 
Paid 

Money book 

Journal or general cash book 
(jencral ledger 
Investment „ 

Discount ,, 

Loans 

Bank Premises ledger 

Wjiste book 
('learing ,, 

Walks 

Paying ('jtsluer’s book 

Discount cash book ^ 

Discount day ,, ^ 

Bank of England note book 
('ash summary book 

Books for Recording Liabilities. 

Current account ledgers, town 

». M country 

Branch ledgers 
Deposit „ 

Pass books 
Acceptance ledger 
Deposit day book 
Cheque ledger 
Short bills ledger 
„ ,, diary 

Acceptance cash book 
Advice book ^ 

Customers' securities ledgers 

It is absolutely necessary in the case of a large bank that there 
should be an extensive sub-division, owing to the fact that so many 
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different ojxTations have to In; carried out day l>y day. And by 
this means it is also |>ossible, without much trouble, to balance 
the various lx)oks at the end of each day, and to siv that all the 
accounts are accurate in every res}x*ct. A bank would soon Ix' in 
a state of chaos unless it was in a |H>sition to clear uji and agree its 
books every night. 

There are various forms in which money is ieceive<l by a bank. 
Sometimes it is in notes and bills, and at others in gold and silver. 

Effects largest dealing is in cbetines. The whole are 

known in a bank as “ effects.” 

With regard to cheques a s\ib-di vision has to Ix' ma<le. since they 
are collected or presented for payim nt by various metluMls. Kt*fei- 
ence has In'en made in the chapter on dealing Iloust's 
to lli<* different kinds of che(|ues pi«‘S<’nted at a bank, 
and it is obvious that for the purposes of collection 
they uiav Ik* divided into the following class<*s : 

(1) nu‘ques drawn ii|>on dealing Hankers. 


(2) 


,, Non-clearing Hankers. 

(3) 

,, ,, 

,, Hank of Kngland. 

(4) 

,, ,, 

,, the bank’s custonn rs. 

(S) 

.. 

,, country banks. 

(«) 


,, Scotch and Irish bank: 


It will be seen at once that in order to n cord tlu* entries of such 
documents corn*ctly, they must lx; enten*d in difh*rent books. 
In the office of the ordinary merchant there are three princijial books 
of account, viz., the journal, the cash book, and the ledger, and the 
same books are used in a bank, although the journal is called the 
general cash lx)ok. 

It is lx?st to give an illustration of what tak(‘S place when a pay- 
ment is made into a bank. Take, for <*xampk‘, the cas<‘ of a customer 
Paying-in who pays in £10,000. The paying-in slip will be 


Slip. made up, [X‘rha|)s, as follows : 

Lloyds' Bank £S00 

London Joint Stock Hank 2,000 

London and Westminster Bank 3,000 

Union of London and Smith's Bank . . 3,000 

Williams Deacon’s Bank 500 


£9,000 
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Cheque drawn on the customer's bank ^100 


Coutts & Co 200 

Drummond & Co 200 

Bank of England cheque 100 

„ „ „ notes 100 

Gold 200 

Silver 100 


; ^10.00Q 

The counterfoil of this slip is initialled by the cashier who enters 
the total amount in the cash book ; h(‘ retains the notes and the 
money, but gives the other effects to the waste book- 
Waste Book. keejHT who r(‘-enters th(‘ credit in the waste book 
where it is analysc*d as follows : 

WAS I K BOOK. 

Walks. 

Cheques 


The cashier prepares a docket with the name of the customer as 
follows : — 

Credit J. Brown & Co., Jan. 1, 1904. 

Cash ^10,000 

This docket is handed to the ledger clerk, who enters it to 
J. Brown Co.’s credit in the lodger. There are thus three entries 
of the credit, viz., cash book, waste book, and ledger ; there is, also, 
a fourth entry in the customer’s pass book, which is a record of sums 
paid in and drawn out by Messrs. J. Brown & Co. All these books 
must agrei‘ and care is taken to have a daily examination of the 
various entries. 

We thus have a series of debit and credit entries, the customer’s 
account is credited and the various other accounts are debited. 
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The Clearing House is debtor for £9»000. and the Walk Depart- 
ment, which collects all cheques ujK>n non-clearing bankers, debtor 
for £400. 

Cheques drawn ujK)n the Hank of Plngland are stmt to that 
institution for the crt'dit of the bank : there is a ledgt*r account 
kept, so that the chetpie for £I0() is del>ited. 

With regard to the chetpu* for £\00 drawn u|>on the boiist\ it is 
ei^ered in the paid cash book, and subst'tiiiently ilebited to the 
customer’s account. Hank of Mngland notes are 
entered in the note cash book ; gold and silver for 
in the money book. At the close of business all 
thest* various IBooks must agree, in fact the totals of the subsidiary 
books equal the totals of the cash l)Ooks. 

We will now consider the paid or debtor side of Messrs. Ihown 
& Co.’s account when a series of cluHjues art* drawn. Tht* linn may 
require cash to pay wages ; a clerk is s<‘nt to flu* bank with, say, a 
cheque for £200, and receives £150 in notes and £50 in gold. A 
cheque for £1,000 is given to a customer who has an account with 
a clearing banker. This cheque is paid througli the Clearing House*, 
the effect lH*ing to diminish the Hank of England balance by that 
amount. Another cheque for £100 is paid to a firm whicli has an 
account with Messrs. Hrowm & ( o.’s bankers. 

With regard to the first-named cheque, the jiaying (‘ashier makes 
an entry in his liook, as follows : — 

Paying Cashier’s Book. 



This cheque is then givtrn to the clerk in charge of the paid rash 
lK>oks. As there are cheques l>eing paid through different channels 
the book is sub-divided into three divisions as follows ; — 
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Paid Cash Books. 


Name. 

Waste Book. 

Walks. 

Paid cashiers. 



! 

£200 

i : 

i 1 


The final entries are made in the ledger as follows : — 


1 )atc. 

1 Particulars. 



1904 

J ail. 1 

Cash 

Smith \ i t t 

l-ivaiis iSi Cn 

200 

ICR) 

l.ooo 



10.000 


1 


qNAL I'NTUIMS LElKiER—crwOWJ. 


Dfhit Balance. 

Crcilit Balamt* 

1).1>S. 

Interest 

l)ehO»r. 

Interest 

Creditor. 




9,800 

9.700 

8.700 











It will 1 h' observed that pages of the lodger are ruled in nine 
divisions or columns, and that the daily balance which is either 
creditor or debtor is carried out after each entry. 

The last two columns are for the purpose of calculating interest 
either credit or debit, for example, if iin account is overdrawn, say 
for £l(K) for a jvriotl of 9 days, the amount to be ex- 

Columns. ft'Hded would be £900, and this is continued until the 
end of the month, or quarter, when the column is 
added up ; the total amount of interest to Ih" charged is one days 
interest on this sum. 

Books are required to make the necessary entries for bills of 
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exchange, which are either left for collection, designated short 
bills, bills discounted, or acceptances. With regard 
Exchlf^e. short bills, they are entered in a ledger, which 
records under separate headings the name of the 
customer and particulars of the bills lodged for payment. 

J. HKOWN A Co. 



Whiii 

illU'. 

Amount. 

Artfptor. 

J9()4 






Jan. 1 

Mar. 4 

ao 



Evans A Co 


Jinn- 4. 

so 



W'. Smith. 


July 5 

7<» 



1. T<tnl|•kin^ 


h. 


Babiu'i 


ISO 


The bills would also be entered in a Hills Rt*r(‘ivable Hook wliich 
gives particulars of all bills received for collection as follows : — 
HILLS KKCKIVAHLi:. 


r.\ .Ills L*v 1 1 

J an. 1 W Siiiilh 

I. T uiiipkiii 


B I LLS R FX K I V ABLE ~cv ntiu uc i 


\\ hrri* I’avahlr. 

1 l.ilc of liiil. 

Wh.ii 

•tin- 

1 Aiiioiiiit. 

Union ui London & 
Smith’s BanU. 

J.in 1- 

M.1I. 

4 

r 

:tti 


f 

Glyu, Mills & Co. 


j nil** 

4 

.so 



Lloyd’s Hank. 


July 

5. 

70 




The total of the Bills Receivable Book rejiresents the amount of 
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bills received for collection on behalf of customers ; if necessary w 
account can be opened in the impersonal ledger showing the total 
amount received as short bills. 


In order that bills may l)e presented for payment at maturity, 
they are entered in diaries under their due dates as 
follows 


Diaries. 


MAK. 4.1'J04. 

Naiiii‘ uf 


170 


It will 1)0 noticed that there are two numl)ers inserted ; -the first 
is the ledger folio, and is inserted when the bills are credited from 
the diaries direct into the ledger. The st'cond is the number of the 
corres[)onding entry in the bill ledger. As bills are credited direct 
from the diaries into the ledger and the cash books, if they were 
not presented at maturity the books of the bank would not agree. 

The same methods are adopted with bills discounted for customers : 
they are entered in the discount ledger, which is an ordinary 
one with the name of the customer. Bills are credited 
Diswunted discounted, and as they mature the account is 

debiti‘d. The following is a sjxicimen of the ledger ; 

j. BROWN & Co. 


paid. 
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The book-keeping is identical with that already explaine<l, viz., 
by the use of diaries, so that the bills may be duly presented at 
maturity. When a large number of bills are discounted a separate 
cash book is utilised, and only the totals are enten*d in the journal 
or the general cash book. As the bills mature the totals of the 
diaries are entered in the cash book, and the total di‘bited in the 
journal. The effect of the transaction is that cash is credited and 
bills discounted debited. 

The discount day book is utilisi*d for the pur|K)st* of 
showing the interest received for bills discounted. It 
is ruled in columns as follows : - 

DISCOUNT DAY JU)OK. 


No. 


DISCOUN'r DAY BOOK-^ oouttnurd. 


Rob.'id* 

Days. 


With regard to bills left for collection, they represent liabilities, 
but it is not usual to show the amount in the balance sheet ; on the 
other hand bills discounted represent assets, and must therefore be 
taken into account. 
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The last division of bills are those already described, viz., accept- 
ances, which are liabilities because the bank accepts them on behalf 
ol country and foreign correspondents. When a correspondent 
advises that bills have been drawn they are entered in the advice 
book as follows : — 


ADVICE BOOK. 


Ten 


When 

paid. 


Amount. 


500 


The bills are also entered in the advice diary book under the 
due dates, which is similar to the diaries for bills for collection and 
discount. 


ADViC K DIAKY BOOK. 


No. of Dill. 


500 


When bills are accepted, they are di.scharged in this book in the 
column provided for the purj>ose. The hank liaving received advice 
of bills, they are left for acceptance by the holders. It is 
necessary to have a complete record of the transactions because they 
represent liabilities, which must api>ear in the balance sheet. For 
this purpose they are entered when received in the acceptance draft 
journal, which is in the following form : — 
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ACCEPTANCE DRAFT JOURNAl, 


NiiiiiIht. 


ACCEPTANCE DRAFT JOURNAL-, 



'Fhe total amount acce])ttHl on Ixlialf of t*arh 
correspondent is entered in llie acn'ptaiid* led^n-r, 
which sliows the amount outstanding. 


P!:NNSVI VANIA LANK 




Bills are also entered in the Acceptance Cash Book h)r t In r purpose 
of checking entries which must agree with the advice diary cash 
book. There are two accounts opened in the General I.edgt-T show- 
ing the daily transactions on account of bills accepted, viz., Bills 
Payable Account and Acceptance Account. When bills are accepted 
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by the bank they are debited to the Acceptance Account, and when 
paid credited to the Bills Payable Account. These accounts* are, 
however, impersonal, and do not alter the cash held, because when 
acceptances are paid the amount is debited direct to the current 
account of the individuals or the firms who arc the drawers of the 
bills. 

All tlu* transactions of the bank are summarised in a cash sum- 
mary book l)efore the final entries arc made in the general cash book 
or journal. This is essential because the journal or 
Cash general cash book cannot be })osted until the daily 
aSd^rS^fer is made up. This book is also useful for the 

Book. pur|)os(^ of making transfers from one account to 
anotluT without being entered in the cash lK)oks. 
For example, Win. Evans & Co. wish to transfer ;flOO from their 
drawing 1o their deposit account, which can be dont* by a debit and 
credit entry in the cash suinmarv book ; the totals from all the 
cash l)ooks are also ('iitt'red, bi^cause only a summary is required for 
the general cash book. 

The loan transactions of the bank are shown, because it is neces- 
sary to have an adtlitional record for the jmrpose of checking the 
corresponding entries in the loan and di.scount ledgers. 


CiENEKAL Cash Book or Journal. 

We have already referred to the cash summary book as a necessary 
one for the purpose of check, and also to iiscertain whether the cash 
held is correct. When this has l>een done the final entries are made 
in a set of books which are kept distinct, Ix'cause they do not concern 
the general work of the bank. 

The |mnci)Kd books are the Journal and the Ledger, and the 
necessary entries are made by means of dockets supplied by the 
various departments. We luive already stated that the accounts 
of a merchant are similar to thosi' of a bank ; we find the same 
method adopted in the ojvning entries of the general ledger which 
comprise assets, liabilities, and jwfit and loss accounts. The 
opening entries of the ledger are as follows : — 
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• Opening Entries. 

Assets. 

Cash 

Bank of England 
Bills discounted 
Promissory notes 
Money at call 
Reserve 

Overdrawn accounts, town 
„ „ country 

Acceptance account 
Stamps on cheques 
Suspense account 
Interest paid 
Charges 
Bank premises 

On reference to the above slafeinent it will be seen that in addi- 
tion to assets and liabilities there are the protit and loss areonnls, 
such ascliarges, interest paid, inten^sl received, ronnnission in fact 
quite similar to those found in a nierchanf’s othct*. When these 
accounts have been opened in the ledger, thcK' is no difheulty in 
|)Osting the various entries from the gc-neral rash book. 

It is necessary to refer to the specimen cash book at the* end of 
this chapter in order to see how the various transactions of the bank 
are posted. The balance of cash at the clos«- of business on the 
previous day, viz., £88,0(K), apjH*ars on the debtor side and consists 
of money, notes, and cheques not collected. When the total amount 
of cash received is entered less the total paid and plus the* cash 
balance of the jirevious day, the difference should n jjresent the 
balance at the close of business. If this is not the case*, the re must 
some mistake in the entries, and steps are at once takem to 
examine the books in order to find out the e rrors and omissions. 
The 0})ening entries in the ledger represent the daily transactions 
of a large banking institution. Only totals of the various accounts 
are carried into the general cash book, which is done b\' m< ans of 
dockets. On reference to the specimen cash book it will 1 m? sc*en 
that the current accounts are sub-divided into three groujB or 


Liabilities. 

Current accounts, town 
M ,, country 

Branches 
Deposit receipts 
Letters of credit 
Circular notes 
Bills payable 
Interest received 
Commission 
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divisions, viz., town, country, and branch, the last named beings the 
total amount received on account of the branch offices. The Bank 
ot England account is kept quite distinct, since it represents a 
part of the cash reserve ; it will be noticed that on the debtor side 
the amount drawn is stated ; this is because the account is always 
debtor in the bank books. The drawings of this cash reserve show 
the daily requirements either for notes, gold, or to pay the balance 
owing to the Clearing Houst?. 

De|)osit Receipts re|)resent tlie total amount paid in or drawn out 
by de|)osit()rs, in a manner similar to the current accounts, although 
it is desirable to keep tlu? transactions S(‘parate. With regard to 
bills disi'oun ted on the debtor side, we have the amount received for 
bills maturing on that particidar day. t)n the credit side, the total 
amount of bills discountt'd for customers for t‘ach day is stated, 
and (hdy credited to the various customers’ accounts. 

The Promissory Notes Discounted is a similar transaction. The 
entries are identical with thosc^ relating to bills discounted. With 
regard to loans it is usual to give particulars of each transaction 
sej)arafely, and to carry out the total amount in the outer column ; 
this also ajiplies to money at call, which repr(‘sents loans to bill 
brokers against approved securities, such amounts being repayable 
on demand. 

The overdrafts of a bank are classified iis debtor accounts, and it 
is necc.ssary to state the amount in order to balance the books. 
Letters of credit and circular notes are ledger accounts, and when 
such documents are issued the customers' accounts are debited and 
letters of credit and circular notes accounts credited. When the 
documents issued are returned, the amounts paid are debited to 
such accounts. 

The next item, viz., Bills Payable, represents the daily amount 
accepted on behalf of country and foreign correspondents. This 
account is credited when bills arc accepted. At the same time the 
acceptance account is debited. As the bills mature Bills Payable 
account is debited and acceptance account credited — the balance 
outstanding represents the indebtedness of the bank. 
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The next account, viz., Stamps on Cheques represents the amount 
paid to the Inland Revenue for stamps ; when customers* accounts 
are debited for cheque books this account is credited. 

The Interest Received account represc'iits the amount paid by 
customers for loans, overdrafts, or the discount of bills. The 
customers* accounts are debited and interest received ert'dih'd. 

It will be noticed that the rebate is stated ; this amount increases 
until the end of the half-year, when it is necessary to deal with the 
same in the balance sheet. Under tln' headin^i of commission, we 
have the amount received by the bank. This com|>rises com- 
mission on overdrawn Jiccounts, annual charp‘S to customers for 
the privilege of keej)ing a drawing ac<-ounf, the amount |»aid by 
foreign corresj)ondents and otIuTs for tlu* acceptance of drafts 
drawn by them, and brokc'rage on account f)i stocks bought and 
sold for customers. 

The Suspense Account represtmts all transactions wlu'ch cannot 
bt' dealt with until full ])articulars are rec(‘iv(‘d as to tlu* correct 
accounts to be either credited or debited. Th(‘ tinal entry repre- 
st*nts the balance of cash of the previous day, and consists of coin, 
notes, and cheques, which were in the possession of the bank wlu*n 
the day*s work w«is begun. The double entry system of l)0«)k- 
keeping is seen by reference to the credit side of tin* account, wliere 
we notice that cash is creditor for all sums drawn out on the various 
accounts, which have been explained, the only exception being the 
Bank of England account, which is credited for all sums |)aid in. 
It has been already stated that the Bank of England account is the 
principal debtor account, becausi' it rej)res<*nts to a large extent 
the cash reserve of the bank. 

The balance of cash at the end of th(‘ day’s transactions is the 
last entry, and when this has been entered, the two sides of the 
account should agree. 

The Cash Book gives a detailed statement of the various entries 
already explained. It will be noticed that cash is debtor for the 
various sums paid into the bank, with the exccj)tion of the Bank 
of England account, because it is a debtor account. 

The following is a sj>ecimcn of the General Cash Book or I-edger : 
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SPECIMEN JOURNAL 9R 

Wednesday, 

Cash, Df. 


To Town curient %s. Paid in 



ji £1,242,000 1 0 

„ Country do. Paid in 



1 307,000 I 0 

„ Branches Paid in 



|i 1,133,000 1 0 

„ Bank of England Drawn 



i ! 

out 



1 432,000 I 0 

,, Deposit receipts Paid in 



4,000 i 0 

„ Bills discounted Per diary 



31,000 1 0 

„ Promissory notes dis- 




counted Per diary 



1,000 I 0 

„ Ix)ans Paid off 




A.B. & Co. 

£25,000 0 

0 


C.D. & Co. 

5,000 0 

0 

30,000 i 0 

„ Money at call E. F. & Co. 



20,000 i 0 

„ Current %s. Dr. town 



62,000 1 0 i 0 

„ Current %s. Dr. country 



51,000 i 0 i 0 

„ Letters of credit 



25 ; 0 i 0 

„ Circular notes 



25 i 0 0 

„ Bills payable 



28,000 ; 0 ! 0 

„ Acceptance % . . 



71,000 1 0 0 

„ Stamps on cheques 



20 1 0 0 

„ Interest Received 




On bills discounted 

5 0 

0 


On loans 

10 0 

0 

15 ; 0 : 0 

, , Commission % G. R. ^ Co. 



15 ; 0 0 

„ Suspense ^/c 






To Balance from 6th 
September 
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GENERAL CASH BOOK. 
7th September, 1904. 

Cash. _ Cr. 


By Town current %s. Drawn out 


£I,189,0(K) 

0 

0 

„ Country do. Drawn out 


i 297,000 

0 

0 

„ Branches Drawn out 


i 1,214,000 

0 

0 

„ Bank of England Paid in 


i mim 

0 

0 

„ Deposit receipts Drawn out 


I 3.000 

0 

0 

„ Bills discounted ; Credited 





to current %s 


4,000 

0 

0 

, , Promissory notes discounted 





„ Loans Granted 





A.L. & Co. 

^2,000 

0 



C.D. & Co 

3,000 

0 5,(KK) 

0 

0 

„ Money at call M. N. & Co. 


50,(K)0 

0 

0 

„ Current %s. Dr. town . . 


64, (MX) 

0 

0 

„ Current %s. Dr. country 


66,000 

0 

0 

„ Letters of credit 


5 

0 

0 

„ Circular notes 


25 

0 

0 

„ Bills payable 


7I,0(K) 

0 

0 

„ Acceptance % 


28, (KX) 

0 

0 

„ Stamps on cheques 





„ Interest paid on deposit 





receipts 


10 

0 

0 

„ Charges Sundry bills 


15 

0 

0 

„ Suspense % 





Re J. W. & Co 


45 

0 

0 



£3,421,100 

0 

0 

To Balance to 7th September 


79,000 

0 

0 


:p, 500. 100 0 0 
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The totals of these various debit entries amount to £3,4 12, 100, and 
the balance of cash, £88,000, make together a total of £3,500, lOO, 
which represents the sum of the debtor side ol the Cash Book. On 
the credit side of the account we have the totals of sums drawn out 
and cash is creditor for the amount, excej)t the Hank of England 
account, which is credited for amounts j)aid in. With regard to 
money lent it is practically the samt* as that drawn out from the 
hank lK‘cause th(* customtTs’ accounts an* credited £5,000, and the 
loan account debited with that amount. 

The totals of the credit side amount to £3,421,100, and if the 
balance of cash at the end of the day’s transactions is added, viz., 
£79, (XK), the two sides of the acrount must agree. The various 
entries in the Cieneral ( ash Hook art* typical of the day’s 
transactions in any large joint stm'k bank. 

(iKNKKAL LkDGKR. 

The geneial ledger represents the private ledger of a firm. 
On reference to tlu* specimen accounts givt'U lx*low it will be 
noticed that onl\’ the totals art* |H)sted ; when this is dont* the letlger 
folio is inst'rted on the left hand side of the general cash book. 
With regaul to the accounts of investments, reser\’e, and bank 
premises, only the total amounts are given. It is Iht refore necessary 
to have sub.sidiai N' ledgers in oixler to show how tht* totals are made 
up. The Investment Ledger has st'parate ojH'iiings for each stock, 
and the cost is debitetl ; it may also contain |)articulars of the 
interest or dividends received if there are extra columns ruled for 
showing the amounts received quarterly or half-yearly. When 
stocks are sold cash will lx* increased and investment account 
corresjxjndingly (liininished. If necessary an account may Ixj opened 
entitled “ Profit and Loss on Investments,” for the purpose of trans- 
ferring the balance of either profit or loss on each stock at the 
market price of the daw Instead, however, of doing this, an 
amount may be taken from the Rcsers'e Fund for the pur|H)se of 
writing down the value of stocks to the market price of the day. 
With regard to bank premises account, it is usual to make provision 
in the bank-books for depreciation, so that in case of sale the 
property would realise a much larger sum than that which is stated 
in the balance sheet. 

The followng are entries contained in the General Ledger, 
as |X)ste<l from the Journal. 
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HANK OF KNC.I.ANl). 
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DEPOSIT RECEIPTS 




|)R. 

Cr. 

Dr. Balance 

Cr. Balanc< 

1904 

Sep. 7 

1 

By 

To 

1 

3000 

1 

1 

4000 

1 

1 

■ 

1 

1 

263000 

264000 

1 


BILLS DISCOUNTED. 




I)R. 

mm 

Dr. Balance 

Cr. Batanci 

1904 

Srp 7 

To 

By 

4000 



31000 

1 


435000 

408000 


1 

1 

1 


PROMISSORY NOTES. 





Da. 

Cr. 

Dr. Balance 

Cr. Balance 

1904 

Sep. 7 

To 

By 

5000 

1 

1 

30000 

1 

1 

1243000 

1218000 

1 

1 

1 

1 


MONEY AT CALL. 




Dr. 

Cr. 


Cr. Balanci 

1904 

Sop. 7 

To 

By 

1 


1 

20000 



718000 

748000 
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BILLS PAYABLE. 




1>K. 


Dr. Balance 

Cr. Halanc 

191)4 

Se|». 7 

By 

To 

71000 



28000 



■ 



144000 

101000 



ACC EPTANCE ACCOUNT. 




I)H. 

C‘R. 

Dr. Ralanre 

Cr. Ralanci 

1904 

Sep 7 

To 

By 

28(M)0 

1 

1 

710(K) 

1 

1 

144 )00 

101(00 

1 

1 

1 

1 


INTEREST RECEIVED. 




Dh. 

Ck. 

Dr. Hulaiu'c 

Cr. Balain e 

1904 

Sep. 7 

Bv 




15 






5000 

5015 



INTEREST PAID. 




Dk. 

<‘r. 

Dr Balance 

('r. Balmier 

1901 

Sep. V 

i'o 

10 

1 

1 

1 

1 

1 

100 

no 

1 

1 
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COMMISSION. 






























BALANCES OF GENERAL LEDGER. 
Wednesday, 7th September, 1904. 


79,000 

682,000 

408,000 


12, OCX) 

1 Promissory Notes do. 

! 

1,218,000 

1 Loans 


748,000 

I Money at Call and Short 
Notice 

i 

1,000,000 

i Investments 


400,000 

! Reserve 


100,000 

, Bank Premises 



Current %s Town 

2,832,000 


do. Country 

758,000 


Branches 

919,000 


Dejx)sit Receipts . . 

264,000 


Letters of Credit . . 

170 


Circular Notes 

100 

64,000 

Overdrawn %s. Town 


66.000 

do. Country . . 



Bills Payable 

101,000 

101.000 

Acceptance % 


480 

Stamps on Cheque 


245 

Suspense ^/c 


50 

Profit and Loss 

' 


Interest Received . . 

6,015 

110 

Interest Paid 


515 

Charges 


i 

Commission 

115 1 

£4,879,400 | 

( 

f 

;£4.879 400 | 
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With regard to the entries in the General Ledger it will lx* seen 
that the various balances at the end of the previous day's w’ork 
are stated, and if they are extracted the debtor balances must equal 
those on the credit side of the account. 

The first account is that of cash anil it will be stvn that the 
totals of the debtor and creditor sides ol the ( ash H(H)k are posted, 
which leaves a balance of and this verities the entries. 

In a similar manner the debit and credit entries of the other 
accounts are made. It will be noticed that they an* arranged in 
the same order as they occur in the ( ash Hook. 

The balances, eitlier credit or debit, an* shown in the outer 
columns. VV^hen the various entries are posted it is necessar\' to 
agree the same, w'hich is done by extracting the balances in a Sum- 
mary Book. An illustration of the same is given after the last 
entry in the (ieneral Ledger. If will be noticed that the di*b(or 
balances amount to £4,879,400, and this agrees with the total oi 
the credit balances for a like amoiin 

The Summary I^ook, headed Balances of (ieneral Ledger, practi- 
cally rej)resents the balance sheet of the bank, although it is sub- 
divided afterwards into assets and liabilities, and profit and loss 
accounts. The last named will be subsequentiN’ explained. 

Profit and Loss. 

On reference to the balances of the General Ledger, it will U* 
noticed that if the entries are correctly made, the tw'o sideii of the 
account agree. There are several accounts enumerated which 
are knowm as profit and loss accounts, and the follow'ing are 
shown in the balances, viz.. 

Interest received 
Commission 
Interest paid 
Charges. 

These are only sj>ecimen accounts, bi'cause in a large bank we 
find others, such as bad or doubtful debts, interest on investments, 
rent and taxes, overdue bills. In order to clost^ the liooks at flu- 
end of the half-year, it is necessary to cla.ssify the same in two 
divisions, viz. : 
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Profit. 

Interest received 
Commission 

Interest on investments 
Profit and loss, Cr. 

Loss. 

Interest paid 
Overdue bills 
Profit and loss, Dr. 

Rent and taxes 
Charges. 

In addition to the above-named, adjusting entries are required 
for rebate, which is interest received on bills discounted, and also 
interest on deposit receipts not j)aid at the end of the half-year. 

With n‘gard to the rebate, the actual amount received is deducted 
from the profits, the amount received during the half-year is debited 
and the amount of the previous half-year credited. In order to 
show the interest due on deposits, an account designated adjusting 
interest is o])encd for this purpose, and after the half-yearly 
balance sheet is prejured, the entries are reversed by crediting 
interest paid and debiting the adjusting interest account. The 
balance of profit and loss is carried to dividend account for the 
purpose of being dividt?d amongst the shareholders. From the 
sj)ecimen general ledger given we get the following statement of 


profit and loss. 

Profit 

AND Loss. 


To Interest paid 

.. £110 

By Interest received. . 

£5,015 

,, Charges paid 

.. SIS 

,, C ommission 

115 

,, Rebate 


,, Rebate 

— 

,, Profit and loss 

SO 

Profit and loss 

— 


£075 



Balance 

.. 4,4SS 




£S,KK) 


£5.130 



By Balance of Profit 




and Loss . . 

£4,455 


This account ap|>ears in the (»encral Ledger. It is necessary 
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to jnake the closing entries of the various accoiinls enuintuated l)v 
either debiting or crecliting, as the cast* may In*, st» 

Er^M. impersonal accounts such as cliargt's, interest 

paid, interest received, anti commission are closed, 
the balances being then transferred to j^roftt and loss. Tin* account 
of rebate, however, remains, because* it represents undivided 
profits, viz., interest receivt‘d from the discount of bills, 'fhe 
balance of profit and loss, as already statt*<i, is traiislerred to 
dividend account. 

It is necessary to show at the end of each half-year tlu* amount 
owing to or by the bank for intt‘rest t it her on curn nt accounts, 
|)ast due bills, or on de])Osit receipts, because* such liabilities must 
apjK*ar in the balance sheet. 

For this ])urj>ost‘ an Adjusting Account for Interest is opened 
in the (leneral Lt‘dgt‘r, and all sums due* an* credited to this 
account. In the same iiianm*!* intt*rest to be paid is de bited. 

At the same time the accounts Interest Received and lntt*ie>t 
Paid are either credited or debited. 

In the following hall year reversing entries are made, in order to 
.show the actual amounts which have been receiv(*d or |>aid. 

An example of another Im|H‘rsonal Account is Inflorseinents on 
Hills Sold, an account which n*pn*sents a liability ol the bank in 
coiis<:*quence of bills being indorsed when retcived b\ coi respondents 
for sale in the market. Wh(*n sindi bills mat me a reveismg entry 
is made by crediting Indorsements on Iblls Sold and debiting 
Hills Sold, which is a coiTesj)onding account in the (hneral 
Ledger. 

When bills discounted are not juiid at matiirity it is necessary 
to ojK»n an im|K‘rsonal account entitled Hills in Siisjumst*, where 
the amount remains until the bills are paid when the customer’s 
account is d<‘bited and Hills in SuspeiiM* atiount creditt*d. 

Hranch KinrRNs. 


The prest*nt system of large banks with a great numlM*r of branches 
would l>e somewliat difiicult to manage without accurate returns 
weekly, monthly, or half-yearly, of all the transac tions which take 
place at the branches. The relation bt‘tween the* head oflice 
and a branch office is somewhat similar to that of a custonur who 
has a current account. 
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At the head office there is an account opened for the branch, wljich 
we will designate Branch B, and the balance of cash, if any, is held 
on behalf of the said branch. This account is either debtor or 
creditor — if the advances at the branch exceed the deposits, the 
account would be the latter. When a branch requires money or 
bank notes, the. head office debits the account, and a similar entry of 
the transaction takes place at the branch establishment. 

The advantages of the system are obvious, since it rei)resents 
tlu* organisation of ca|)ital which can be transferred from one part 
of the country to another, and is therefore of immense service to 
th(* trading community. 

There are a large number of transactions taking place between the 
head office and the branch which are shown in the cash account ; 

thus Branch B wishes to transfer a sum of money to 
o^^Branches *^*^^**^1* which can be effected by the head office 
crediting X and debiting B Each branch has a pass 
book which records the various entries. It is desirable to check 
the same daily in ord(‘r to ascertain whether the entries are correct. 
Tlie book-keeping of a branch is similar to that of the head office, 
becausk' a General Cash Book and a Ledger are required. On 
referring to the forms at the end of this section it will be se‘en 
tliat instead of a cash reserve at the Bank of England, it takes 
the form of a cash balance at the head office. This is the last 
entry in tlu* journal. Wlien the branch requires notes or money 
the balance is ri*duced b\' means of debit and credit entries. 

At the end of the half-year closing entries, as already explained, 
must bi* made, because the balances of the various impersonal 
accounts which constitute profit and loss require to be 

EnSies eliminatetl. This is effected by transferring such 
accounts to j)rofit and loss account. If reference is 
made to the same in the sjH'ciinen given below it will be st*en that 
the balance after making the necessary closing entries is £3J7S, 
which amount must be transferred to the head office. When this 
has Ihtii done tlie account is cIostHl. It will be noticed that the 
balance owing to the branch is thus reduced from £'102,380 to 
£98,e05. 

The rt'turn from the branch is in reality an ordinary balance 
sheet with the profit and loss accounts eliminated. Other returns 
sent to the head office are statements of what has been done during 
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the week, the month, or the half-year. For ( xani|^Ie, we liave 
statements of the bills discounted with full particulars of the 
drawers and acceptors, and the amount under discount for each 
customer. 

The amount of loans and overdrafts is also j^iven, with parti- 
culars as to the security lodged against the same. In the same 
manner the amount of de[)osit receipts is statt'd with particulars 
as to new^ accounts and withdrawals during the week. 

A return is also made of current accounts with the lull names and 
addresses of the customers, and the names of the jK-rsons by whom 
they are introduced. If any transactions have taken |»lare on 
nominal or inojK^rative accounts, the particulars must In* given on 
a separate form. 

The various rates of interest charged on loans and overdr.ilt^ 
and allowed on dejxisits an' also shown. 

Interest Charged and Allowed Ddklnh; the Week. 

Interest Charged, 

Bills discounted 

Overdrawn accounts S% 


Interest Allowed, 

Current accounts 1% 

Dei)Osits at call 1 J*,’o 

Deposits at notice 2% 

,, Fixed 3 months 

i» f» 6 f» 2j% 


The returns from a branch hank to the bear! ollire may be 


summarised as follows : 

(1) A debtor and creditor statement of the fieneral Ledger 
balances at the date of making the return. 

(2) An abstract of various transactions, or a stati ment as to 
some of the most imjwrtant accounts. 

(3) An abstract of the money lent and de]»osit('d. TIe* formei 
embraces loans, discounts, advances on short bills, and ovt rdrafls, 
and the latter the current and dejxrsit accounts. 

(4) A list of overdue bills, w'ith particulars. 

(5) A statement of the interest received and paid. 

(6) An abstract of the Charges Account. 

Returns trvm Brant h Hank umltnued (^n p, 



The following are s|)ecimens of the Branch General Cash Book 
and Ledger : 


General Cash Book. 


Tuesday, 


Caah, 


Dr. 


To Current accounts 

Paid in 

,, Deposit receipts 

Paid in 

„ Hills matured 

Per diary 

,, Promissory notes 

Per diary 

,, Loans Paid off 

Will. Jones 
Evan Gordon & Co. 


;£285,000 i 0 0 


1,000 0 0 


9,000 0 0 


4S(K) () () 

1,000 0 0 1,500 0 0 


Overdrawn accounts 
Bills in susiwnsc 
Sus|)ense accounts 
Interest n'ceived 
Commission 
Stamp a<'(‘omil 
Rent a<H'oimt 
Profit and loss 
Head otfu e 


3,080 0 0 


10 0 0 
25 0 0 

5 0 0 


40,000 ’ 0 0 


/: 339,620 0 0 

B.ilance from 29th June 30,890 0 0 


£370,510 0 ^ 
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30th June, 1903. 

Cash. Cr. 

By Current accounts 

Drawn out 
„ Deposit receipts 

Drawn out 
„ Bills discounted 
„ Promissory notes dis- 
counted . . 

„ Loans Granted 

W. Evjins & Co. . . 
John Sharp 

Win. Brown & Co. 
,, Overdrawn accounts 
„ Bills in susjKinsc 
„ Suspense accounts 
„ Past due hills 
,, Interest paid 
„ Charges . . 

„ Stamp account 
,, Kent account 
,, Profit and loss 
,. Head office 


Balance to 1st 
July: notes £15,000 
coin 5,000 
Drafts 10,000 


£2^)1. (HK) 0 0 

3.(KK) 0 0 

2,(KK) 0 0 

£7<H) 0 0 

:ioo 0 0 

2, (KM) 0 0 3, (MM) 0 0 

3,5(K) 0 0 

5 0 0 

.S 0 0 


:J8.(KK) 0 0 


£340,510 0 0 


30,000 0 0 
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(7) A Statement of debtor balances, on current accounts, with 
particulars. 

(8) A return of stamped forms of drafts and also the amount of 
deposit receipts issued or cancelled during the week and the balance 
in hand. 

With regard to the Head Office Account it is necessary that the 
account at the branch liank should agree at the end of the half-year 
with that of the head office. For this purpose an account is opened 
entitled Amounts in transit, and any amount outstanding is debited 
to that account. On the following day the entries are reversed. 

A careful examination of the forms at the end of this chapter 
will enable the student to understand the method of branch 
book -k(?e ping. 

It will be noticed that the accounts are very similar to those of the 
Head Office Accounts, excejit that such accounts as Investments, 
Premises, (apital, Reserve, letters of Credit, (ircular Notes, 
Acceptance Account, Mon(*\' at Call, and Hank of England do not 
ap|X‘ar. These accounts for thtt most part represent the financial 
o|K'rations of the bank which are controlled by the directors and the 
general manager. 

It is desirable to extract the balances daily from the general ledger 
in order to asc:ertain whether the entries have been correctly made, 
and if tht‘y have been the debtor and the creditor sides of the ac- 
counts shoultl balance. According to the princij^les of double entry 
this must be the cast', and, as already explained, the books of a 
bank are kept on this principle. 

It is not necessary to explain in detail the various entries in the 
('ash Hook and Cn*neral Ledger, but it will be noticed that the 
balance of cash, viz., /30,0(X), comprises notes, coin, and drafts. 
This is entered in detail for the purpose of agreeing the books, 
which show the totals of such articles, but in the General Ledger 
only one amount, viz., £i^0,000, is seen. 

There is no ditficult>' in following the entries from the Cash Book 
to the Ledger, as they are similar to those already explained. 

The Head Office Account shows a debtor balance of £98,605, 
which represents the sum owing to the branch 

The Profit and Loss Account show^s the final entries for the half- 
year and the balance of profit, £3,775, is transferred to the Head 
Office Account and reduces the balance of the branch to £98,605. 
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GENERAL LEDGER 
CASH. 




Dk. 

c 1 

IM . I’utiiucc 

C'r. Haliiiu't 

1903 

June 30 

To 

By 

339620 



3405 10 



llOSvHt 

lUMMMI 

1 


■ 

1 


CURRENT AC COUNTS. 




Dk. 

t u. 

j Di . Jluliiiii ( 

Cl. Dal.iiui 

1903 

J iiiu' 30 

By 

To 

201000 









OtMiOOO 

soldi 111 



DEPOSIT RECEIPTS 


By IO(K) 

To 


DIEI.S DISC^OUNTEI). 
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LOANS. 




Dr. 

Cr. 

1 Dr. Balance 

Cr. Balance 

1903 

June 30 

To 

By 

3000 

1 

1 

1500 

1 

1 

609000 

6105)0 



■ 

1 



STAMP ACCOl'NT. 




1)K. 

Ck. 

Dr. Halaiu-e 

Cr. Bulaiict 

1903 

June 30 

By 

■ 

1 


5 

1 


300 

195 

1 

1 

1 

1 


INTKRKST KI*:C LIVED. 


liK. 


Cr. 


L>i'. Hulunce 


Cr. MaluiiC4 


Hy 


10 


KHMKJ 

10010 


lo I’. Jk 1.. I<K)I0 


INTEREST PAID. 
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PROFIT AND LOSS. 




Dr. 

Ck. 

Dr. Balance 

Cr. Kalanu 

1903 

J line 30 

Hy Commission 
By Iiitfrest 

To Chari'i's 

To liitcnrst paid 
To Ki iit % 

To lloiid Ufru-e 

5005 
2005 
203 * 
3775 



975 

10010 

1 


1 



10985 

3775 



BAI-ANCES OF GENERAL LEDGER. 
Tuesday, 30th June, 1903. 


Dr. Balances Cr. Balances 


30,000 

('ash 


193,000 

Bills Discounted . . 


6,000 

Promissory Notes, do. 


610,500 

Loan.s 



Current Accounts . . 

894,000 

3,500 

Overdrawn do. 



Dc|)osit Receipts .. 

48,000 

195 

Stamj)s 


2(X) 

Susj>ensc % 



Interest Received . . 

10,010 

2,005 

do. Paid 



Commission 

975 

5,005 

Charges 


200 

1 Rent .. 

Profit and Loss 


102,380 

Head Office 


952,985 


952,985 
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CLOSING ENTRIES. 
aOthJi’NE, 1903. 


Cash 


To Charges 

5,(K)5 

Interests Paid 

2 , 00 a 

,, Rents . 

,, Profit and Lo-^s 

2tK) 

Commission . . 

t)75 

Interest Receive<l 


„ Head (>ffice — Profit and Loss 

3,775 

2 1 .010 


( LOSING ENTRIES. 
:iOtli Ji NE, 1903. 


Cash 

Dr. 

By Commi.ssion 

97S 

,, Interest Received 

10,01(1 

,* Profit ami Loss 


Charges 

5.00s 

Interest Paid 

2.(K)5 

Rent 

200 

Head Office 

3.77S 


2L970 
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CLOSING ENTRIES OF GENERAL LEDGER. 
30th June, 1903. 


30,000 

1 Cash . . 

1 

• • 1 

193,000 

j Bills Discounted 

1 

6,000 

:] Promissory Notes do. 


610,500 

;j Loans 

Current Accounts . . 

894,000 

3.500 

ii Overdrawn do. 

! ^ Deposit Receipts . . 

48,000 

195 

' Stamps 


200 

i : Suspense % . . 


98,605 

i 1 Head Office . . 


942.000 

i ■ 1 

942,000 



CHAPTER XIV 


GLOSSARY 

Acceptance. — This term signifies that the thawee named in a hill 
of exchange has assented to the order of the drawer by writing his 
name on the face of the bill. It is not necessary that the word 
“ accepted ” should he added. The drawee by signing the bill 
signifies that the payment of money only is implied. The term is 
also used to designate a bill of exchange itself, and the name is 
commonly ased in the money market. ILank acceptances are bills 
of exchange accept(‘d by various banking institutions, and iej)rt‘sent 
documents drawn by country and foreign banks uj)on their agents 
in London or elsewhere. 

Acceptor. — The jXTson who accepts a bill of exchange drawn 
upon him. Until he has signified his assent to the order ol the 
draw'er by adding his signature to the bill he is called the diawe<‘. 
No liability u})on a bill of exchange attaches to a ihmsoii who is the 
draw'ee until he has become an acceptor, and then he is the first 
p(Tson to whom aj)plication must 1 h* made for payment. 

Accommodation Bill.— A t)ill of exchange, known in the marked 
by such names as “ fictitious bill/’ “ kite,” or ” windmill,” which 
is draw’n, accepted, or indorsc‘d without any consideration being 
given for it. So long as no value is given for the bill no holder 
has any right of action upon the instrument against any person 
whose name appears thereon. 

Account. — A formal statement relating to money, goods, services, 
or values, showing the position of affairs existing Ixdween individuals 
or firms. A banking account is a debtor and creditor statement 
which shows the financial relationship existing between a banker 
and his customer. 

Account, Current. — A statement showing particulars of transac- 
tions which have been carried on bctw'een persons or firms for a 
certain definite period. The current account of a customer with 
a bank shows the sums of money which have been deposited by the 
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customer and those which have been drawn out by him. It ys 
the personal account entered in the Ledger of the bank. All the 
items of such an account are stated in detail. 

Account Payee. — These words are sometimes written across the 
face of a cheque, and signify that the proceeds of the cheque are 
to be credited to the account of the person named as payee. The 
words have no legal import, and the negotiability of a cheque is in 
no way limited by them. There is no provision in the Bills of 
Exchange Act as to such a crossing. 

Account, Suspense.— Owing to various causes debits and credits 
sometimes arise which cannot be entered at once to any particular 
account. The items are temporarily entered into an account, 
known as a suspense* account, until such time as they can l)e 
transferred to their proper places. 

Act of God. — A term generally met with in charter parties and 
bills of lading, which signifies some unforeseen accident or natural 
cause which could not have been prevented by any reasonable 
foresight. No i>orson is legally liable for any loss arising through 
an Act of God. 

Ad Valorem.— A Latin phrase signifying according to value. A 
customs tui valorem duty is a percentage charge made upon the 
value of certain goods, and not upon their weight or quantity. 
An ad valorem stamp duty is a duty payable in respect of certain 
documents, and varies with the value of the subject matter dealt 
with by the document. 

Administrator. — Ihe person to whom letters of administration 
of the estate of a deceast'd j)crson are granted, when the deceased 
has either failed to make a will, or has made a will and named 
no executor therein. 

Advances. In banking, loans made to customers by hanks 
against securities lodged by tlie customers with the banks. 

Advice. — Information or instruction ordinarily communicated 
by letter 'Fhus, an advice is generally sent by one banker, or 
merchant, to another, to inform him of the drafts or bills drawn 
upon him, with full particulars of their amounts, dates, and the 
persons to whom they are payable. The document sent, which is 
often called a “ letter of advice,” prevents mistakes, and at times 
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detects forgeries ; for, when hills arc presented for aceeptaiue 
or for payment, either can he refused for want of advice 

After Date. — A phrase often written on hills of exchange, meaning 
after the date of the bill. 

After Sight. — These words are sometimes met witli in connection 
with bills of exchange, and signify after having l>een prest'iited to 
the drawee for acceptance. l*hc acceptor must insert the date 
of his acceptance upon an after sight hill, in order tijat the holder 
may be aware of the date upon which it becomes }>ayahle. 

Allonge. — A slip of paper attached to a hill of t‘xcliange. providing 
space for additional indorsements when the hack of the hill itself 
is covered with the names of indorsers. Heing regarded as a 
part of the original hill it needs no stamp. Some of the foreign 
codes require that the first indorsement on the* allonge shall com- 
mence on the bill itself and end on the allonge. This is intended 
as a precaution against fraud ; otlHMwis<‘ an allonge might easily 
he taken from one hill and attached to another. 

Allotment. — When a new company conns into existences the 
directors distribute the stock, shares, debentures, and t)f)nds ol 
the company amongst individuals who have api>lied for tlu‘ same*, 
and such distribution is known as an allotment. No allotment 
can now Iw made by any company unless the |)rovisions of the 
Companies ((Consolidation) Act of ItMlS are slri» tly romplu cl with. 

Alloy. — A body resulting from the union of two or more nndals, 
the union Ixnng almost invariably brought alwnit under the infUienc e 
of a high temjxM’aturc. (iold and silver are neither of them liard 
enough to he used as coins in their purt; state. A small quarrtity 
of copper is added to each, and tin* alloy thus forrncMi is the mater ial 
used in the manufacture <if coins. 

Annuity. — A sum of money payable yearly <luring a sjm < die d 
time, or during the lifetime of a <’ertain iiviividiial, oi in |KT|w tuity. 

Arbitrage. — The name apjdied to the cah illation c)f the relatixe 
simultaneous values of any particular stock on the market, in 
terms of the quotations on one or more other markets, and to tfu* 
business founded on such calculations. In the stric t sense arbitrage 
may be defined as a traffic consisting of the purchase, or sale, on 
one Stock Exchange, and simultaneous, or nearly simultaneous 
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re-sale, or re-purchase, on another Stock Exchange of the saipc 
amount in the same stocks or shares. The chief subjects of arbi- 
trage are Government stocks, British consols excepted, and dealings 
in bullion, coin, and bills, the last two falling principally within 
the business of bankers. 

Arrangement, Deed of. — A deed conveying property to a trustee 
or trustees for the payment pro rata of the debts owing by an insol- 
vent debtor. The object of the deed is to prevent the publicity 
and trouble of bankruptcy proceedings. The deed must now be 
registered under the Deeds of Arrangement Act, 1887, and it is also 
chargeable with an ad valorem stamp duty of £1 per £1,000, or 
fraction thereof, with a maximum of £5, payable upon the value 
of the property passing, or the amount of the composition which 
is to be paid. 

Articles of Association. — The rules and regulations under which 
the business of a limited liability company is carried on. The powers 
of the directors and their qualifications arc set forth in this docu- 
ment. The articles are controlled by the Memorandum of Associa- 
tion, which defines the purposes for which the company is formed. 
The articles cannot W. altered except by a special resolution of the 
shareholders, and a company cannot contract itself out of its power 
to make alterations. When a company opens an account with a 
bank it is necessary for the banker to inspect the Articles of Associa- 
tion, together with the Memorandum of Association and the Cer- 
tificate of lncor|K)ration, in order to learn what are the powx^rs of 
the directors as to financial matters. For example, if the directors 
borrow money to an extent which is not permissible their act is 
ultra vires and the company is not liable to repay the same. 

As per Advice. A phrase frequently written uixm a bill of 
exchange. Its meaning is that notice has already lH*en sent to the 
drawee that the bill which he now receives would be draw'n upon 
him. 

Assets. — The sum total of the property Ixdonging to a firm or 
an individual. The assets of a bank consist generally of cash, 
investments, loans, and the various kinds of projx?rty held as 
securities. 

At Sight — Bills of exchange are sometimes drawn at sight, and 
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when so drawn are payable on demand, no days of grace lacing 
allowed. (Compare After Sight.) 

Attorney, Power of.— A formal document, by which authority is 
given to one person to act for, or on l>ehalf of another. In business 
such a document is frequently used to obtain payment from ihtsoiis 
living in remote districts, or in foreign (tnintries, without the 
necessity of the creditor appearing in jxnson. OthtM kin<ls of 
authority include such things as signing chetpies. buying and 
selling stocks or shares, managing estates, etc. A power of attorney 
is made by deed and requires a stamp ol ten shillings. Ihe 
following, however, are e.xceptions ami tlie duty is lighter : 

s. d. 

Power to receive prize-money or wag<s . , 10 

Power for sale, transfer, or acceptance ol any (iovei iiim iit 

funds not exceeding £l(K) . . . . . . . . ..20 

Power for receipt of dividends or int(‘iest of any sltx k. il lor 

one payment only , . . . . . . . ..10 

Power for same in any other case . . . . ..SO 

Proxy to vote at Ji meeting . . . . . . . . I 

Audit. — An examination of the accounts *>l a linn oi an indivirlual 
for the object of ascertaining whether the slat(‘inents as entered in 
the books of the firm or the individual are correct. In a bank there 
is a continuous audit of cash and bank notes, as well as f>i bills of 
exchange and securities which are held on In^hall ol the bank 
or of its customers. The half-yearly audit is certified by an auditor, 
who, in accordance with the Companies A('t of IfMK), is a re( ognised 
officer of the company. He has the right of aness at all tiims 
to the lx)oks and accounts and vouchers of the company, and the 
directors and other officers are bound to supply Midi inlormation 
as may Ik* required by him. The auditor signs the balancr sfn i-t, 
stating that his reijuirements have been (oinj>lied with, ami that 
in his opinion it is properly drawn up so as to e.\hil»il a tine and 
correct view of the state of the comjiany’s affairs as shown l>y their 
books. The report is read before the company in general meeting. 

Autumnal Drain. — A term used to express the withdrawal of 
gold from the Bank of England in the autumn, cause<l jx im ipally 
by currency requirements in connection with the in-gathenng of 
the harvest. 
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Average. — The original meaning of the word is damage or Joss 
at sea, and occurs in bills of lading, charter parties, and marine 
insurance policies. It has come to signify the proportionate 
distribution amongst shipowners and underwriters of the Joss 
which has been sustained. General average occurs when a sacrifice 
of property has been made for the general benefit of the ship’s 
cargo and freight, and in such cases each person interested has to 
contribute for such loss in proportion to the value of the property 
which is protected by such an act of sacrifice. Particular average 
signifies loss to the ship or cargo which is not for the benefit of all 
parties, or which has arisen through accident. Such loss remains 
where it falls, and must be borne by the owners of the ship or cargo, 
or by the underwriters if insured against. 

Backwardation. — There is said to be a backwardation on secur- 
ities when they can be bought cheaper for the account than for 
money. The term is also used to represent the rate of interest, 
either of so much per shart', or so much per cent., charged or allowed 
for carrying forward a bear transaction to the next settlement 

Balance. — In banking accounts and commercial statements the 
balance is the difference between the two sides of an account, 
or the sum required to make the debtor and creditor sides equal 
in amount. In tlie weekly report of the Hank of England the 
diffcKMice between the assets and the liabilities is called the “ rest,” 
which consists of the reserve lund and the undivided ])rofits. 

Bank. — 'Fins word is derived from banco, a bench, which was used 
by Italian merchants for tlic purpose of exchanging the coins of 
various countries. The imxlern word signifies an institution for 
the dejx)sit of money, either tor the purpose of receiving interest, 
or for future requirem(*nts. In order to carry on its business it is 
necessary for a bank to |K)ssess sufficient capital so that sudden 
demands for cash may be met. There are three classes of banks, 
viz., private, joint-stock, and chartered. The first-named are com- 
posed of films or individuals ; the second are formed under the 
Companies Acts, the capital lieing subscrilied by shareholders ; 
the third possess special jxiweis granted to them by the Govern- 
ment, The Bank of England is the most important institution 
of this kind. The main bu:)iness of a bank consists in keeping 
the accounts of customers and in lending money at a profit. 

Bank Bill. — A bill of exchange issued or accepted by a bank. 
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.Bank Holidays. — Certain days appointed as holidays by the 
Act of 1871. In England and Ireland they are Easter Monday, 
the Monday in Whitsun week, the first Monday in August, the 26th 
December (if a week-day), and any other day appointed iissuch by 
Royal Proclamation. In Scotland the following days are statuloiy 
bank holidays : New Year’s Day. Christinas Day (or, if (‘itlier of 
these falls on a Sunday, the next following Monday), (iooil rriilay. 
the first Monday in May, and the first Moiulay in August. Days 
appointed by Royal Proclamation as bank holidays apjily to 
Scotland as well as to England and Ireland. 

Bank Note. — A promissory note issued by a bank and payable 
to bearer on demand. The privilege of issuing bank notes is exclu- 
sively reserved to the Bank of England for the city of London and 
within a circle of three miles round, and llu‘ monojMily within a 
sixty-five mile radius is only shared by those* banks which t*njoy<*d 
the right of issuing notes up to May 6th. 1844. and have n<jt since 
lost their privileges. The object is to substituli* ultimat<*ly B.mk 
of England notes for those i.ssued by privatt* and joint stock banks. 
No notes may be issued in England for a sum ol less than five 
pounds. In Scotland and Ireland notc*s may bi* issu(‘d by banks of 
issue for any nunil>er of pounds, from one ui>wards. Bank ot England 
notes arc legal tender, for any amount above live pounds, except at 
the Bank of England itsedf or at any ol its branches. J lu* Bank, 
however, is not liable to j)ay at any branch notes not made [>ayable 
s|)ocially at such branch ; but all notes must be paid in London. 
They are not strictly legal tender in Scotland or In*laiid. ( oiintiy 
notes are not legal tender, and a country banker is not bound to 
accept his own notes, even in paynuait to hims(’If. 

Bank Post Bill. — A bill of exchange issued free of charge by the 
Bank of England or any of its branches, for any sum of mone\' 
between £10 and £1,000, upon the dejx)sit of the sum for whi< h 
the bill is required. Sucli a bill is payable to ordei at s<’ven days 
or sixty days after sight at the Bank or at one ol its branches. It 
forms a u.seful and safe method for the transmission of money from 
one place to another. 

Bank Rate. — The price at which the Bank of England expresses 
its w'illingness to grant loans, or to discount bills of exc hange. 1 he 
rate is fixed weekly by the directors of the Bank, and de|>ends 
largely upon the supply of, and the demand for gold. 
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Bank Return. — ^The weekly return issued by the Bank of England, 
every Thursday afternoon, showing the financial condition of the 
Bank. The form and the details of the report are prescribed 
by the Bank Charter Act of 1844. In the return is shown the 
amount of notes in circulation, the stock and bullion in reserve, 
and such other matters as enable city men to judge of the state 
of the Money Market and of its probable tendency. 

Bankers* Books Evidence Act. — An Act of Parliament, passed in 
1879, by which a copy of the entries contained in a banker’s books 
is made evidence in a court of law, without the necessity of the 
production of the books themselves. 

Bear. — A speculator on the Stock Exchange, who sells stock 
which he docs not j)osscss in the anticipation of a fall, so that 
when the day of settlement arrives he will be able to buy the same 
at a lower price and so realise a profit. 

Bill of Exchange. — An unconditional order in writing, addressed 
by one jxirsou to another, signed by the person giving it, requiring 
the i>erson to whom it is addressed to pay on demand or at a fixed 
or determinate future time a sum certain in money, to or to the 
order of a specified person, or to bearer. See Chapter VIII. 

Bill of Lading. — A document which acknowledges the shipment 
of goods and which also contains the terms and conditions agreed 
upon as to their carriage. It is the document of title to the goods 
named in it, and the holder of a bill of lading is the ptirson who is, 
prinui fucit\ entitled to demand them. It is not a negotiable instru- 
ment, though the indorsee of a bill of lading is enabled, by statute, 
to sue for the goods named therein in his own name. It is asual for 
bills of lading to be issued in sets, in order to provide against loss, 
and it is important that if a loan is granted by a banker against 
such security the whole of the sets should Ik' in his possession. 

Bill of Sale. — A document under seal which passes the right and 
the projK'rty in chattels from one jx?rson, called the grantor, to 
another, called the grantee, in consideration of a loan of money. 
The chattels, etc., remain in the ix>ssession of the grantor although 
the proi>erty has passed to the grantee. In order that they may be 
legally binding bills of sale must be drawn up in a special form, 
registered within seven days of their execution, and re-registered 
every five years unless they are satisfied. Bills of sale are either 
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absolute or conditional. The former are governed by the Bills of 
Sale Act of 1878, the latter by the Act of 1882. No hill of sale 
under the latter Act is valid if the consideration is less than £30, 

Bill Broker.— A person who is engaged, as an interniediarv, in the 
purchase and sale of bills of exchange and ]m)inissory mdes. He 
sells bills for those drawing on foreign countries, and buys bills for 
those remitting to them. In order to conduct his business he 
generally 1)oitows capital from a bank at a low ralt‘ ol interest, and 
is thus able to discount bills at a prolit. tlealer in loreign bills is 
generally called an exchange broker. 

Bimetallism. — The system of currency based upon a double 
standard, gold and silver, as distinguished from tliat based u|H>n 
a single standard, w’hich is known as monometallism. Kngland 
has been a monometallic country, with a gold standard, since 1818, 
and the (ierman Emjiire since 1873. (diina is an example ol a coun- 
try using silver as a currency. The countries belonging to the 
Latin Union are to some extent bimetallic. In order to make such 
a system effective it would be necessary to ojum the mints to the 
coinage of gold and silver, and to allow a debtor to discharge bis 
liabilities in either of the metals at the ratio lix(‘d by law. Altbongli 
bimetallism is strongly advocated on commercial and political 
grounds the tendency of the world is towards gold monometallism 

Blank Indorsement. — An indorstunent without the name ol tlie 
jxjrson to whom a bill of exchange or other transferable ilocumcnt 
is given. A bill wutli a blank indorsement is payable to bearer. 

Blank Transfer. — A document of transfer with the nana* of tin* 
transferee and particulars left l)lank. Such transfcTs are sometim<*s 
left with banks as security for loans, together with a stoc k cert ilu ate. 
An ordinary form of blank translcT is as follows : 

/ of in iffHsiiii'ration 

of the sum of paid by hereinafter 

called the transferee, do hereby bargain, sell, rtssigi/, and transfer to the 
said transferee of and in the undertukinn called the 

Company to hold unto the said transferee, his executors, 
administrators, and assigns subject to the several conditions m which 
held the same immediately before the execution 
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thereof and the said transferee does hereby agree 

to accept and take the said subject to the conditions 

aforesaid. 

As witness our hands and seals this day of in the 

year of our Lord One thousand nine hundred and five. 

Signed, sealed, and 
delivered by the 
above-named in the 
presence of 

Bond. — A document of obligation, under seal, undertaking to 
pay a certain sum of money or to perform some specified contract. 
The word is often used in banks to designate bearer securities, 
such as foreign government, colonial, and Kxchequer bonds. Such 
documents are generally subject to conditions and become void 
ui>on the pcjrforinance or non-jierforniance of the same. Sometimes 
the amount inserted as a penalty is double that intended to be 
secured by the instrument, but in the case of non-performance 
of the contract only the sum owing, together with interest, or the 
amount of the damages actually sustained, can be recovered. A 
bond can lx; sued upon for twenty years from its date. 

Bottomry Bond. — A contract in writing st*cuied by the jdedge of 
a shij) by which the borrower agrees to repay a loan with interest 
on the completion of an intended voyage, but which is released if the 
ship is lost or falls into the hands of pirates. 

Bourse. — A place of business where merchants and bankers meet 
for the transaction of business. 

Broker. — A mercantile agent who is employed to buy or to sell 
goods or merchandise for other people. He must act strictly in 
accordance with the instructions given to him, otherwise he forfeits 
his right to remuneration or brokerage. The particulars of each 
of the transactions into which he enters are set out in a book, and 
copies of the entries are forw'arded to both parties, that to the buyer 
being the ** bought ** note, and that to the seller the “ sold ” note. 
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^Bull. — A speculator on the Stock Exchange who buys stocks 
or shares in the anticipation of a rise and j)osti>oncs the payment 
for them till a future date. If a rise lakes place bidore the date 
of settlement the sjHJculator gains, and in many cases the amount 
of the difference is paid and no actual transfer of slcu ks or sliares 
ever takes place. 

Bullion. — Originally the name of the mint where metals were 
converted into stamped money. The name is now confined to 
gold and silver, considered simply as merchandise as distinguished 
from specie or coin. Remit tances betwet‘n different coimlrit's are 
made in bullion, and this bullion consists of the j)rcci()us metals of 
variable fineness, in bars, dust, or what are callc*d groups, that is, 
mixed coins, metals, or ]>arcels of gold. fhe task of assaying 
and weighing, and calculating the value of the bullion is done by 
bullion brokers. 

Buying In. — The jmrehast’ <»l st<M'ks and shares on the Stoi’k 
Exchange by its official broker when a meinhei ha*^ failed to delivei 
within ten days after the settlement. 

Call. — A term used to exju’ess an instahm*nt of the c apital of a 
joint stock company which a sliareholder is re(|uired to pay iMdort* 
his shares are fully paid. The word is also used on the Stock 
Exchange to indicate a method of <lealing in shares when by the 
sjxiculator on payment of a etrtain premium is entitled to |>un“hase 
the shares at a given ])riee w'ithin a certain liinitc‘d time. 

Call Money. — Tlie surj)lus floating money of bankeis and othiTs 
w'hich is lent to bill-brokers at an agreed rate of interest and 
repayable on demand. 

Carrying Over.— A Stork Exchange expression which signifies 
the postponement of the settlement of an account from one settling 
day to another, allowances, contango, or backwardation, being 
made for the accommodation. 

Case of Need.— This is an indorsement someiimes put ujMin a l»ill 
of exchange, naming a ptusmi who will guarantee* p;iynn*nt fe^i the 
honour of the drawee, or one of the indorsers, shouM the* hill not 
Ixj met at maturity. The usuid form i^, “ In e aM* oJ ne-ed .ippl> to 
A.B.” If a i)erson accepts under such cire umslances h»* the* 
“ acceptor for honour," and, if he pays, the pay<*r for horunir. 
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There is, however, no necessity to pay until the bill has been pre- 
sented for payment and duly noted and protested. The acceptor 
or payer for honour then becomes the holder for value, and can 
sue the person for whose honour he has paid the bill, and also all 
parties antecedent to that person. 

Cash Credit. — A credit granted by a bank on security being given 
— personally or on the guarantee of another person. In the absence 
of a cash credit a banker will frequently allow a customer of good 
financial reputation and standing to overdraw his account, and 
this arrangement serves the same purpose. This last noticed 
system has been of the greatest service to Scotland, since it has 
enabled persons of small means to start in business, and by such 
methods th(^ resources of that country have been greatly developed. 

Cash Orders. — These are inland drafts on demand, drawn by 
traders on traders, and in that respiH't differing from cheques which 
are orders drawn on bankers. In most res])ects cash orders arc 
subject to the laws of bills of exchange. Some banks, however, 
ol>ject to collecting the orders, and others will only do so by making 
a heavy charge. 

Certificate of Incorporation.— The. certificate issued by the 
registrar of joint stock companies, sliowing that a ( ompany is duly 
incorporated. It is in the following form : 

“ I hereby certify that the Company, Limited, is 

this day Incorixirated under the Comjianies (Consolidation) .\ct, 
1908, and that the Company is Limited. 

Given under my hand this day of 

(Signature) 

Kegistrar of Joint Stock Companies.” 

Certified Cheques. — Cheques marked by a bank, stating that 
they are good for the amount drawn. When cheques are so 
marked it is the custom to accept them as cash, since the bank 
guarantees that they will Ih? paid. 

Certified Transfer. — When a certificate of stock has lx?en lodged 
with a company it is usual to certify transfers for the amount of 
stock lodged. Such transfers when duly indorsed by the registrar 
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or secretary of a company are delivtTcd to the buyer of the 
stock. 

Chain Rule.— An aritlimetical rule much used in comnuui.d 
calculations. It consists of the formation of a seiies of eijuations 
which are connected together and dejx'ndent. ea( h on the preceding 
one, like the links of a chain. 

Charge, Bankers'. — The total anuHint ol che<|ues di.iwn upon 
a hank and present(‘d by another bank for payment. 

Chartered Banks. — Institutions which are con^titufr«l by a spe* lal 
charter granted by the ('town. 

Charter Party. An agrecMiHMit by wliich a shipownei agtees to 
place the whole or a part of his ship at th(‘ disposal ol a men haul 
upon certain conditions, such as the Ireight to be paid, the tonnage, 
the nature of the cargo, and othei pai tit ulars. 

Cheap Money. Money that can be boiiowetl at a low lale <»1 
interest. 

Cheque. — A cheque is a bill of exchange drawn on a bankei, 
payable on demand. It is, in fact, an ordt i adtiressetl to a b.mk 
for the payment of money lodgetl on a cun t ill at c-ount. and mil'll 
havt' a jienny stamj) affixed. A banker must |>ay all t hetpies drawn 
ujxin him, so long as he has funds of the (Ustomer in bis IiamN. 
or to the extent of any overdraft allowed, unless otherwise insti ut ted 
by the customer, but notice of death or ol an available at I n1 
bankruptcy automatically ])uts an end to the notice to pay. W’ht ri 
a cheque hears across its face two parallel transverse lines, with 
or without the words “ and Co.,” or the name of a partit ular bank, 
it becomes a crossed cheque, and can only be paid through anothi r 
bank, and if the name of the bank is added then jiaymenl < aimot 
l>c made except through that bank. If the words " not negotiable ” 
are added to a cheque the hold<‘r has lU) Indtor titb* to it than 
that person from whom he took it. When a chequ<* is drawn 
payable to order the person in w'hose favour it is drawn must 
indorse it. 

Circular Notes. — Letters or notes issued by banks for tlur <on- 
venience of travellers. Their object is to avoid the* necessity oi 
carrying large sums of money from place to place. Th<* banker wlm 
issues the notes simply informs travellers where payments may 
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be made to them on the production of the notes. A specimen qf 
the handwriting of the payee is also provided, called a letire 
(Vindication, so that there may be some check upon fraud or 
forgery. A traveller who presents a note at any of the places 
named will receive any amount of money he requires within 
the limit provided for. If the notes are not used the issuer 
will refund any balance due when called upon to do so. Circular 
notes are not generally issued for amounts less than £\0, although 
one London bank dfXis issue them for £5 each. There is generally 
no charge made for the accommodation, as the interest on the 
amount lodged for the jieriod between the dates of purchase and 
payment is sufficient to remunerate the banker for his trouble. 

Clearing Houses. — Institutions forme<l for the purpose of facilitat- 
ing the exchange of cheques and bills of exchange between various 
banks, so that the balance at the end of a day’s transactions is 
liquidat(‘d by one j)ayment. The method of clearing houses is also 
used when there are large transactions in produce, such as sugar, 
coffee, and other commodities, so that the ultimate buyer gets 
possession of the same. 

Collateral Security. — A term applied to any secondary, indirect, 
or additional security lodged w’ith a bank or an individual to insure 
the re|)ayTnent of a loan. In the event ot non-payment, such 
security is available without recourse to legal ])roceedings. But 
this does not apply to an equitable mortgage. A bill of sale is a 
good example of a collateral st'curity, as it guarantees the repay 
ment of a loan, and other common examples are delivery orders, 
title deeds, mortgag(*s, and lx>nds. 

Commandite . — A form of partnership in France whereby the 
partner contributes a certain amount of capital without taking 
any part in the management of the business, and is only liable 
to the extent of capital contributed by him. 

Commercial Crisis. — A period of financial distrust brought about 
by speculation, and leading to a series of failures, so that loans by 
banks and other institutions are contracted, the effect being to 
cause a general depression throughout the commercial world. 

Compound Interest. — W'lfen the interest on a loan is not paid at 
stated intervals, the amount of the interest is added to the principal, 
and the new interest is charged on the increased amount. The 
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number of years required for a sum of money to ilouble itst'lf at 
comix>und interest is found by tiividing the li^iire 69 by the rate 
of interest. 

Consideration Money. —The amount stated on a transf(‘r as lieinj' 
paid by the buyer to the seller, but when there are several transae- 
tions the consideration money may differ, and. aeeordiiij; to tlie 
Stamp Act, the consideration money paid by the sub-purchaser 
shall be the one inserted in the deed of conveyance as ri'i^ulatinj.; the 
ad valorem duty. When stocks or shares are taken as st curity 
it is usual to insert a nominal consideration of five shillin;;s on the 
transfer which requires an impressed stamp of ten shillings. 

Consignment.— A term used to exjness tht* si ndin/.:*)! ji^oods from 
one place to another for a specific purpcise. 'Hu* seiuler is calh »l 
the consignor, and the i)erson receiving the gtxKls the consignee. 
The goods themselves are frecjuently relerred to as a consignment. 

Consols. — A contraction of “ consolidated funds ” and *' con- 
solidated stock.” In the early part of the eight(‘enth centuiy tin* 
government borrowed large sums of money at diffeient limes, and 
gave as security for the repaynu'iit of the sanu' the proteeds of 
the customs, e.xcise, stamps, and other soukcs of revt*nu(‘. A 
certain portion of revenue was allocated to each part of the debt, 
and the rate of interest varied ( onsiderably. In 1787 all the wii ions 
funds of the Government which were income were consolidated, and 
the various classes of the public flebt were treatc<l in the same 
manner, the rate of interest being also made !iniff>rm. I he cons(»- 
lidated funds are now pledged as a whoh* lor the piymeiit of the 
interest on the consolidated stock. 

Contango. A Stock Exchange term which signifies the charge 

made for carrj’ing over stock from one aca oiint to another. I he 
buyer is unable to pay for the sto<*k purchased, and arr.ingi s with 
the seller to defer piyment until the next settling da\. A lictifious 
sale of the stock takes place at a price which is fixed on th<* Stex k 
Exchange, called the making-up price, and the buyei ha^ to pay or to 
receive the difference Indween the price paid by fh** biiv< r and the 
making-up price. In order that the bargain may be kept open a 
certain rate of interest is paid for the money emj»loyed in the tran- 
saction. and this will vary with the demands and lerphreinents 
of the Money Market. It is the rate of interest thus charged which 
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is the contango. The day for fixing the contango, the second day 
before settling day, is known as “ contango ” or “ continuation 
day. 

Contributories. — All persons liable to contribute to the assets 
of a joint stock company in the event of its liquidation. They 
include all persons who have sold their shares within twelve months 
prior to the winding-up of the company, but it is necessary to 
ascertain whether the existing shareholders of the company are 
able to i)ay all the debts before recourse can be had to those who 
have ceased to be meml)ers. But past members will not he liable 
for any debts contracted by the company after they have ceased 
to be members. 

Convertible Paper Money.—Paper that can be exchanged on 
demand for its full value in specie at the bank which issues it, for 
example, a Hank of England note. In order to obtain an issue of 
bank notes on a sound basis, it is necessary that they should always 
be payable on demand. The difficulty is to ascertain the exact 
amount that can l>e issued so that their value shall remain the 
same as that of the metallic currency. 

Conveyance. — A term applied to express the transfer of property, 
and also the deed itself by which the property is transferred. In 
order to be valid the deed must be in proper form and executed 
by all parties under seal in the presence of witnesses. 

Corner.-- 'riie method practised on the Stock Exchange of 
getting into a few hands the bulk of the shares issued by a certain 
company, and then to tlemand artiticial prices for them, the supply 
in the open maiket U^ing altogether unequal to the demand. 

Coulisse. — 'riie unotticial market on the Paris Hourse, consisting 
in the main of high-class firms and arbitrage houses. It is a much 
larger organisation than the agents de chan^^e^ or official memliers 
in the Parquet (the name applied to the sixty official brokers on 
the Paris Hourse), but it is less responsible. The members are 
called “ coulissiers.” 

Council Drafts. -Drafts issued by the India Council in London 
on the Indian Government, and payable in India, at the 
treasuries of Calcutta, Hoinbay, or Madras. Such drafts enable 
the Government to discharge its liabilities in this country, and 
frequently prevent the transmission of bullion from England to 
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India, or vice versa. The price at which suoli drafts are issued is 
an important factor in the Money Market, and has considerable 
influence upon the rate of interest. 

Counterpart Lease. — h copy of the original leas<‘ signed by the 
lessee and handed to the lessor. 

Country Clearing. —The system by which cheques on country 
banks are sent to London for the purpose of bt‘ing paid by l.oiulon 
agents at the Clearing House instead of being tiaiisinitteil to the 
places where they are payable. 

Country Notes. — Hank notes issued by countiN* banks and 
j)ayable on demand. In consequence of bank ainalgainations. the 
number of country bank notes in circulation is rapidly declining, 
and Hank of England notes are being substituted for them. 

Coupon. — A piece of paper attached to a bond representing the 
interest, which must be cut off and presented for pavimail. I he 
amount aiul the date of paynnmt are sometimis s!ate«l on the 
coujHjn. 

Course of Exchange. — This indicalis the quotations current tor 
foreign bills, the higher quotations for fine bankers' bills, and the 
lower for fair mercantile bills. In the majority of cases the »ate 
is quoted in the amount of foreign money given lor a soveieign. 
Thus, the Paris Exchange (short) may be quoted at ‘iS dliS. wlm h 
means that the purchaser of a bill on PariN obtains liS bancs and 
32J centimes for every sovereign he J)ay> heie. 1 1j<* moie Iraiit s 
he can get in Paris for a sovereign which he pays in London, the 
more favourable is the exchange to this count ly. 

Cover. — A term applied to money or to maiketable securities, 
such as bonds, srrij>, certificates, etc.., dep<»sited with a leiidca 
as security for a loan, generally with a margin m value, to insure 
against the risk of loss in the event of the default of the borrower. 
It is also most commonly a]>plied to the ^lej)o.'^it n (jijrre<I by sto* k- 
brokers before entering into s}M.*culalive trairsar tiorrs on behalf of 
a client. Cover is sometimes known as “ rnargirr.” 

Credit. — The lodgment of money in the form of coirr, bank rrote^, 
bills, and cheques for a ciLstomer is (lesignat«*rl a credit. It also 
expresses the financial standing of a firm or an indivirlual. 

Credit, Letter of. — A letter addressed by om- bank to another 
bank, or to a firm, requesting that the customer may Iw allowed 
to draw the amount stated in the letter. The bank guarantees 
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that the said sum will be repaid by means of a draft or drafts 
drawn upon the bank. A circular letter of credit is a similar 
document, except that it is addressed to several banks or to firms 
which are the correspondents of the bank. 

Credit Note. — An invoice which acknowledges the indebtedness 
of a creditor to the debtor. When goods are returned for any specific 
purpose in consequence of short weight, breakages, etc., it is usual 
to issue a credit note for the same. 

Crore. — The name given in India to one hundred lacs of ruj^ees. 
Since a lac is 100,000 rupees, a crore is 10,000,000 rupees. Taking 
the value of the ruj:)ee at Is. 4d., the English value of a crore is 
3(;666,66e 13s. 4(1. 

Crossed Cheque. — A cheque with two parallel transverse lines 
across its face, with or without the words “ and Co.” written 
between them. Instead of ” and Co.” the name of a particular 
bank is sometimes inserted. Payment of a crossed cheque cannot 
be made exce])t through a bank, and, if the name of the bank is 
added, then through that j)articular bank. 

Crossing. — The act by which an open cheque is converted into 
a crossed cheque. It consists in drawing the two transverse lines 
and making the additions thereto, if such additions are considered 
necessary. 

Crown. — The new Austrian gold coin, the weight of 20 crowns, 
being 6*775 grammes 900 fine, the sterling value being 16s. 8d. 

Cum Dividend. — When stocks or shares are sold and the buyer 
is entitled to the dividend that is due or accruing, he is said to 
have bought cum dividend. If, therefore, stocks are sold lum 
dividend, the seller must, on receipt of the dividend, hand the same 
to the buyer. 

Cum Drawing. — This term expresses the right of the buyer 
to receive the bonolits of any drawing of honch which is about to 
take place. 

Cum New. — The right to claim any new shares or stock about 
to be allotted to shareholders or debenture holders. When there 
is a premium on a new issue of stock the right is often of 
considerable value. In owier to provide for this contingency a 
letter of renunciation is sometimes attached so that the allottee 
can transfer his rights to the buyer of the stock. 
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^Cumulative Preference.— This is a term applied to st*curities 
upon which, if the guaranteed dividend cannot l>e paid in any 
one year, or any series of years, the dividend accumulates until 
it can be paid. Such accumulated dividend is entitled to Ik* 
paid before any other dividend is paid, either on the i)reference 
or ordinary shares in any succewling >ear, the revenue for an\* 
year being first applied to the payment of dividend for the 
current year, and then to i)ayment of the arreai*s, coinim‘ncing 
with those of the nearest years. 

Currency. — ^The circulating medium of a country consisting of 
coin, bank notes, and other pajKT money. Ricardo thus states 
the requirements of a currency : “ A currenc y may lu* consiclereil 
as perfect of which the standard is invariable, whicli always 
conforms to that standard, and in the use ol which the utmost 
economy is practised.” Scropt* says : “ Without stability o! 
value, money is a mere fraud.” 

Currency of a Bill. — The length of ti?iu* betwet‘n the date ol 
a bill of exchange and the day on which it matures. When a bill 
is drawn after sight the currency begins from tlu* dat«‘ of acceptaiK <*. 

Current Account. — A term used in banks to distinguish drawing 
accounts u])on w'hich money is hxlged and payable on demand. 

Day-to-Day Money. — Cajntal lent to brokeis ie|»;tyablc- on 
demand is so designated, and represents the surplus money l«*nt 
by banks to bill-brokers. 

Days of Grace. — The three days allow-ed on bills ol ex( hang«* 
to fix their due date of payment, provided such bills are drawn 
payable at some time after date. See C*haptt*r VIII. 

Dead Account. — A term used to denote the mom*y, sto< k, or other 
securities standing to the credit of a jierson de<'eased. Also the 
name of an account which is dormant, and on which n(» transactions 
take place. Such an account is transferred to a dead ledger. 

Dealer. — A Stock Exchange name for a person who deals m 
stocks and shares, and who buys or sells the same Irom or to the 
brokers. 

Dear Money. — Money is said to Ik* dear w’hen the floating supply 
of capita] is scarce, and w'hen advances cannot be obtained, even on 
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good securities, except at a high rate of interest, owing to the 
pressure on the money market, or a high bank rate. 

Debenture. — A document which either creates or acknowledges 
a charge or mortgage. Debentures are a charge or mortgage upon 
the undertaking or property of a company bearing a fixed rate of 
interest, and are either repayable within a fixed term of years or 
irredeemable during the existence of the company. The person 
who holds such a deed is called a debenture holder. 

Debenture Stock. — Debentures that are usually irredeemable, 
and transferred by deed of assignment. When such stock is 
issued it is represented by a trust deed stating what is assigned 
as security, and a certificate is attached stating that it is a part 
of the original issue. Debentures can only be transferred in 
their entirety, but small amounts of debenture stock can \ k * 
transferred. According to the C'omjjanies (Consolidation) Act, 
1908, all delK‘ntures and deknlure slock must Ix' (*ntt‘red in the 
register kept for the purjHise, and must U' notitietl to the rt‘gistrar 
of joint stock companies. 

Debit. — The left hand side of an account in which everything 
in the shape of a debt is entered. The term debit is also 
applied to a form which charges an account with various items, 
such as interest, postages, collection of cheejues, and commission. 

Deed.— A written document under hand and seal, which eviilences 
some transaction between parties, h'or the legal e.\t‘cution of a 
deed it is necessary that the document should be signed, sealed, 
and delivered. It also i\-quires stamping, but the stamping may 
be done within thirty days of the e.xecution of the deed. 

Deferred Annuity.— -An annuity payable alter the expiration of 
a certain numl)er of years. 

Deferred Stock. — A class of stock issui*d by a company which is 
not entitled to any dividend until the claims of other shareholders, 
preference or ordinary, and debenture holders have been satisfied. 
Founders’ shares of joint stock companies are a kind of deferred 

stock. 

Delivery of Bill of Exchange. — The act of a party to a bill of ex- 
change by which it is intended to show that there is a full determina- 
tion to carry out the contract expressi*din it. A bill of exchange is 
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incomplete without delivery. By the Bills of Kxcliango Act. 1882, it 
i^ enacted that “ every contract on a bill, whether it Ix' the drawer’s, 
the acceptor's, or the indorser's, is incomplete and revixable until 
delivery of the instrument in order to ^;ive effect thereto.” 

Delivery Order. — A written or printed dcKunient, made out and 
signed by the owner of goods stored at a warehoiist*. (lock, or wharl. 
authorising the transfer of such goods to the immsoij named theM‘in. 
A delivery order is not, strictly sjx*aking. a ii<‘g()liabli* instmmeiit. 
though it is sometimes accepted by a baiiki ! as a semrity lor 
advances made. It must then, however, b/ lodged at I he plact- 
named, and the goods concerned tinis transfeired to I ho namo of 
the lender. By the Financ** Act. 1905. Ilu* stani|) ol one |Him\ 
is now dispensed with. 

Demand Draft. — A bill of exchange, payable at sight, that is. 
on presentation. It needs no acceptance and no days ol grace 
are attached to it. 

Deposits. — Money lodged with a banker at a li.xed rate ol inlen*st, 
either as a jx^rmanent investment or for sonu‘ definite* peiiod. The 
account of the same is kept separate from tin* ordinary or eurrent 
account of the de])o.sitor. Interest is allowed on such dc|>osits. 
but in London the rate varies with the Ikink c)t I'nglaiid late of 
discount, and is usually IJ per c<*nt. ht'low the ollicial cpiol.ilion. 
A depo.sit receipt is given to the dejM)silor. st.iting tiie lerins ii|»on 
which the money has lx*en received. 

Deposit Receipt. — The receipt given by a banker a<‘knowledging 
a deposit of money, and stating the ti*rins u}>oii whi< h it has he<*ii 
received. It needs no stamp. A deposit n (( ipl is not a Iranste!- 
able document, but it has been held to bo the subje( t ol a good 
donatio mortis aiusd. If such a receipt is issued to more than one 
jjerson, j)articulars as to withdrawal and as (he lights ol 
survivors should lie indois<*d on it at the lime ol I'.sue, ainl 
specimens of signatures taken in the signature l>ook. (ireal caw 
is required in dealing with payments against dejio.^its, as any 
irregularity may nmder a banker liable to pay the money a .M*eond 
time. 

Depreciation. — Diminished value. It is applierl to a iai) in value 
of stocks and shares, and also to buildings, machinery, and plant. 
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which become of less value in consequence of wear and tear. Depre- 
ciation of the coinage and paper money takes place when the coins 
themselves or the paper is of less value than that expressed upon 
the faces of either of them. 

Discharge. — A bill is discharged if it is paid at maturity by the 
acceptor, when all rights of action «are extinguished, or when the 
holder delivers it up to the acceptor. Material alteration or 
intentional cancellation of a bill acts as a discharge. 

Discount. — The difference between a sum of money due at a 
future period and its present value, or a deduction that is made 
from the amount of a debt that is paid before it becomes due. 
Discount is gen(‘rally calculated as interest and deducted from the 
amount. 'I'hus if a banker discounts a bill of £100, the rate being 
5 per cent., he pays the holder £95 for it. As the banker will receive 
£1(K) at the maturity of the bill, he will get more than 5 per cent, 
for the money he has advanced, in point of fact his gain will be 
about 5,^^, per cent. 

Dishonour. — A bill is dishonoured if acceptance of it is refused, 
or if it is not paid at maturity. When this takes place notice must 
be given to all parties to the bill to preserve the rights of the holder 

Dividend. — 'I'he inti*rt*st paid to the holders of stocks or shares, 
or the profits of a company divided amongst its shareholders. 

Dock Warrant. - A document issued by a dock company or a 
whartinger stating that certain goods therein named are deliverable 
to a person also therein named or to his assigns by indorsement 
of the document. In order to ol)tain delivery of the goods all 
charges for rent, etc., must be paid. A dock warrant is chargeable 
with a stamp duty of tlireepK'nce. Dock warrants are very often 
deposited with bankers as a security for advances. 

Docket. — A summary of a document. A docket is generally 
made by indorsing the document with the date of receipt, the 
date of reply (if any), and an outline of its contents. 

Documentary Bills. — A set of bills of e.xchange having the bill of 
lading, invoice, and policy of insurance attached to them, the latter 
documents being available in the event of the bills of exchange 
not being duly honoured at maturity. 
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.Documentary Credit.— The term given to a letter of c redit when 
the latter is issued, on condition that certain named securities shall 
be deposited as a collateral security for tlie money advanct'd. 

Dollar. — The name given to a silver coin which circulat<*s in 
many countries, the principal being the American dollar, which is 
of the value of about 4s. IJd. The silver dollar of the Tnited 
States weighs 412*5 grains, and the gold dollar 25*8 grains, the 
fineness of each, in silver and gold, being 9(K) per mille. 

Domiciled Bill. — A bill not made payable at the rc'sidence oi place 
of business of the acceptor, but one wherein the* ])Iace ot payment 
is inserted at the time of the acceptance*. 

Donatio Mortis Causa. — This is a Latin phrase signifying a gift 
made in contemplation of death, subject to the condition that the 
gift shall be void and the sul)ject of the gift returni*d if death 
does not take place. Such a gift is evidenced either by the manual 
delivery on the part of the donor, or by sonu* other j>crson in his 
presence and at his request to the donet*. or to an agent of the 
donee, either of the property itself which is the subjec t of th«* gift, 
or of the means of obtaining the same. .Many disputes have arisen 
as to what may form the subjects of a valid gift of tins description. 
The gift of a bond, a mortgage deed, and a piomissory note or 
cheque payable to the donor or to his order, i ven though not 
indorsed, have been held to be good douutiones, but receipts for 
annuities, railway scrip, and the. donor’s own chefjue cannot Iw 
transferred in this manner, unless in the cast* of a (‘heijuc it is 
cashed in the lifetime of the donor. \ donati<t martts < differs 
from a legacy in that it takes effect from tlu* time of rlelivery 
and does not require the assent of the ex<*cutor. 

Double Entry. — A term applied to that system of hook-keeping 
in which two entries are made of every transaction to ad as a check 
and to balance the books. 

Draft. — An order by which money is drawn from a hank, and 
also the money thus drawn. 

Drawee. — The person upon w*hom a hill of exchange is drawn. 
A drawee does not incur any liability upon a hill until he has signed 
it, when he l>ecomes the acceptor. (See .Acceptor). 

Drawer. — The person who draws a bill of exchange oi a cheque 
in favour of another person. The drawer of a hill engagf-s that on 
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due presentment it shall be accepted, and also that it will be 
at maturity, and that if it is dishonoured he will compensate the 
holder or any indorser who is compelled to pay it, provided that 
the requisite proceedings on dishonour have been duly taken. 

E. & O.E, — Errors and omissions excepted. These letters arc 
often added at the end of an account as a protection in case of 
wrong entries in the books. 

Enfaced Paper. — Promissory notes of the Indian Government, 
known in the market as “ rupee paper,** when they liear a notification 
that the interest upon them can be collected by presenting the 
notes at the Hank of England, where they arc stamped and the 

payment of inter(;st recorded. Drafts are then issued payable in 
India, and these iirv readily bought at current rates by those who 
have to send out remittances there. 

Equitable Charge. — An acknowledgment of a d(‘bt or obligation 
by means of a deposit of securities or of an informal document 
with an undertaking to execute any formal document necessary 
to creat(* a legal title to the same if circumstances arise which render 
such a course imperative. 

Equitable Mortgage. — The deposit of title deeds as a security for 
n loan with or \vithout a waitlen memorandum agreeing to perfect 
the legal title to the same if necessary. Loans are very frequently 
granted by bankers upon the security of title deeds which are 
deposited with them. If the loan is repaid the deeds are returned 
to the depositor. If not, the banker can enforce the execution of 
a legal mortgage, or take proceedings for foreclosure. 

Equity of Redemption. — The right of a mortgagor to recover 
mortgaged property upon the payment of the amount of money 
lent, together with interest and costs. If a mortgagor surrenders 
this equity of redemption he forfeits all future claim to his pro- 
perty. The value of such an equity as a security is very uncertain, as 
it depends upon the amount of the charges created at various times. 

Exchequer Bills. — Promissory notes issued by the Government, 
of the value of ^100, £200, £500, and £1,000, payable at the 
expiration of three months, six months, or one year. Tenders for 
such bills are made at the Bank of England, and the price given is 
the principal less the discount, which represents the return on the 
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ijivestment. The rates at which sucli hills are sold is an indication 
of the value of money in the market. Such hills are a favourite 
form of investment abroad, and they art* sometimes re-sold to 
foreign firms at a profit on the original ju ice gi\ en for them. 

Exchequer Bonds. — ^These are (iovernnK'nt luomissory notrs 
issued under the same authority as Kxche<juei Hills, hy the ( (un- 
mi.ssioncrs of the Treasury. They run for a definite |>eriotl of 
time, but not exceeding six years, and hear inteiest at a certain 
rate per cent, per annum, coujxms being attached for the jiaynuuit 
of the interest. This interest is at a fixed rate, and is j)ayahle 
half-yearly until the period for which tlu'v art* issued has exjiired, 
when the bonds are redeemable at par. 

N.H. — Kxche(juer bills an<l l>on«Is an* now sn|H rs(*«led by 1 i**asni y 
bills and Ixmds. 

Executor.— The pc*rson named in the will of a deceased fn-rson 
who lakes out probate of the will, fliis jirobatc* entitles him to 
obtain possession of the whole of the |>ro|H‘rty ol the deceased. 
An executor is bound to administer the estate in a<Tordan<t* with 


the terms of the will. 

Face Value. — I'he nominal value writt(‘n or jirinted nj>on the lace 
of bonds, notes, stock certificates, debentuns. or otlnr similar 
documents indicating their par value, that is. the amount loi wlm h 
they are issued. I'he face value is frequently very dillerent fumi 
the market value, which may be higher or lower than the la( e value, 


at a premium or at a discount. 

Fee Simple.—A freehold estate of iiih<*ritance absolun lv tree and 
at the entire disjxisal of the owner. It is the greatest estate in 
land known to the English law. 

Finance. — The science regulating money matters, hormeily 
the w’ord was onl}' used in connection with the mamigeim nt ol lh( 
revenues of a state. Now it is applied in (ommeir e to thv raising 
of money by subscription and in tin* employment of it in loans |„i 
the carrying out of public or commercial undt*rlakings. 

First Class Paper.— A term ajqdied in the Money Maik< t to bills, 
drafts, promissory notes, anrl similar documi nts, wliieli Ujar the 
names of well-known houses or hnanri<*rs as aceejitors. fir imlorseis. 
Consols, Treasury liills. and Treasury Umfis. U ing gnaraiileefl by 
the Government, are included under this head. 
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• Garnishee Order. — notice sent to persons who are owing money 
to a judgment debtor, or who hold goods belonging to him. warning 
them not to part with such money or goods. The object of a 
garnishee order is to prevent the debtor applying such property 
to his own use instead of paying his creditors. When a garnishee 
order is served upon a bank, the whole account of the bank’s 
customer who is a judgment debtor is bound, and no dealings can 
take place with the balance lying at the bank so long as the order 
remains in force. 


Gilt-Edged Securities. — Securities which are consideied to Iw 
absolutely safe and assured, and upon which the interest 'due is paid 
with the utmost regularity. 

Gramme. — The unit of weight in the metric system. It is the 
weight of a cubic centimetre of distilled water at its greatest density, 
that is, at 4^ Centigrade. A gramme weighs rather less than ISJ 
grains, its exact value in grains being exprcssinl decimally by 
15-432349. 

Guarantee. — A contract whereby one p<*rson undertakes to be 
answerable for the payment of a debt or the piTformance ol some 
act on the part of a third person, wiio must be legally bound t(» |>a> 
the debt or to perform the act. The guarantor is onlv liable on 
the failure of the debtor to carry out his agreement. A guarantee, 
like any other agreement under hand, must Ix^ar a sixjieiiny stamp. 
The wording of a guarantee is a matter of imj)ortan(e. accoiding 
as the indemnity is to be in respect of one transaction only. <)r a 
limited number of transactions, or to last for an unlimited jx liod. 


Guaranteed Stocks.— Stocks upon which th(r inleiest, or tin- 
principal together with the interest, is guaranteed. Thus a lailway 
company sometimes absorbs a smaller undertaking .md gn.nantMs 
the payment of interest upon the capital. 


Guinea.— The gold coin formerly current in (ireat Hulain. Iiist 
coined in the reign of Cliarles II., and so called becaus( t k go 
used was brought from Guinea. Hy proclamation i-ssued on the 
22nd December, 1717, the guinea was made current at twenty-one 
shillings, although its true market value was about fouriK-ncc tiss 
than that sum. The over-valuing of the guinea Kd > 
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withdrawal of silver from circulation, and accustomed the English 
people to the gold standard of coinage, which was finally adopted 
in 1816. Guineas have not been coined since the last-named date. 

Holder of a Bill of Exchange. — ^The person to whom a bill of 
exchange is transferred, either directly or by indorsement. The 
lawful holder of a bill of exchange is called a “ holder in due 
course.’* The Bills of Exchange Act defines the holder in due 
course as a holder who has taken a bill, complete and regular 
on the face of it, under the following conditions : (a) That he 
became the holder of it Ixjforc it was overdue, and without notice 
that it had been previously dishonoured, if such was the fact ; 
(b) That he look the bill in good faith and for value, and that 
at the time the bill wjis negotiated to him he had no notice of any 
defect in the title of the person who negotiated it. 

Hypothecation. — The act by which property of any description is 
pledged or mortgaged. The term “ letters of hypothecation ” 
is used in banks to designate documents of various kinds which 
pledge securities for the repayment of loans. 

Impersonal Accounts. — In book-keeping, accounts which deal 
with things and not with persons, as charges, suspense, salaries, bills 
sent for collection, profit and loss. It is usual to have a separate 
ledger for the purpose of recording the entries of such accounts. 

Inconvertible Paper Currency. — Paper money which cannot be 
converted into cash at its face value on demand, but which must be 
accepted as representing the value printed upon it. When paper 
money is inconvertible it usually falls in value, since it is uncertain 
whether the obligation of the issuer will l)e carried out. In reality 
the paper is at a discount, though it is often said under such circum- 
stances that gold and silver are at a premium. Whenever a country 
suspends cash payments the effect is to depreciate the value of 
bank notes. There is, in fact, a premium on gold. 

Indemnity. — A contract for the purpose of insuring against losses 
which may arise, such as cases of fire or accidents of any character. 
Banks require a letter of indemnity w'hen it is necessary to guarantee 
a cheque in consequence of some defect in connection with it, 
for example, an irreguTar indorsement. An indemnity is to be 
carefully distinguished from a guarantee, the legal requirements 
of the two being very different. 
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Indorse. — To write on the hack of any cheque. l>ill ot exelian^e. 
or other document the name of a person nanu d llieiein. tlie i fleet 
being to iissign or to give a receipt in accordanct* with llu' terms 
of the instrument. It has been held that a signature on the lace 
of a bill, purporting to be of the same effect as an indoisiMnnit. is a 
valid indorsement. 

Indorsement. — The act of indorsing or writing on thf back 41I 
a bill of exchange or other document, the effect being to traiister 
the property in it. If the document is a negotiable instiuinent. 
the indorsement, together with delivery, transfers the pro|X‘rty 
to the indorsee. A “ blank indorsement is one which s|H-cilies 
no indorsee, and a bill so indorsed becomes paxable to beaier. .\ 
“ special indorsement signifies the person to whom or to whoM- 
order the bill is to be payable. A “ restrictive '' iinloisemenl 
is one which prohibits the further negotiation of the bill or whic h 
expresses that it is a mere authority to deal with llu* bill and not 
to transfer the ownership thereof. A “ qualilietl indorsement 
expressly negatives or limits the personal liability of tin* indorsei. 
A common form is one to which the words “ sans rei ouis *’ aie 
added. A “conditional” indorsement is one which piir|)ojts to 
transfer the bill subject to some condition. The transfi i ol a bill 
payable to order by a holder without indorsing it only gives to the 
transferee such rights as w'ere po.ssessed by the transl(*ror. A lorg<*d 
or unauthorised indorsement is wholly ino]n*rativt*, and no holdei 
of a bill can acquire any right through the same. .\ bank is liable 
if a bill is paid under a forged indorsement, unless it is a bill jiavable 
on demand, as, for example, a cheque, or when the payee is a In ti- 
tious or non-existent person, or when the person against whom it i" 
sought to enforce payment is precluded from stilting uj> the foig<‘iy. 
The indorsements of a bill may be struck out at any lime by the 
holder, and this striking our. if done intentionally. flisrharg<*s that 
indorser and all indorsers subsequent to him fiom ila ii liabilities 
on the instrument. 

Indorser. — The jxirson by w'honi a bill of exchange, a che<|ue. a 
bill of lading, or other similar instrument is indorsed. lo eumph le 
the contract a delivery of the instriiinent is essential. 1 he indorsei 
of a bill of exchange by indorsing it engages that on due present* 
ment it will be accepted and paid, and that if dishonoured he will 
compensate the holder or subsequent indorser. 
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Inland Bill. — A bill of exchange drawn and payable within .the 
United Kingdom, or drawn within the United Kingdom upon some 
person resident therein. 

Inscribed Stock. — Stock for which no actual certificates are granted 
to the holders, but whose names and the amount of the stock they 
hold are inscribed in a register kept for the purpose, either at the 
Bank of England, the office of the Crown Agent for the Colonies, 
or some other bank where the stock was issued. Such stock can 
only be transferred by the holder, or by his representative appointed 
by i>ower of attorney, signing the register that he has assigned his 
right to some other person. 

Interbourse Securities. — Securities the loans for which were 
originally raised simultaneously in different countries. They are 
dealt in at a fixed rate of exchange, as indicated in the body of the 
bond, 'riu! chief are the Italian, Portuguese, Russian, Spanish, 
and Turkish loans, but the term has been extended to other 
securities which are dealt in at various foreign centres. 

Interest. — Money paid for the use of money. It is generally 
calculated at a certain rate per annum. The money lent is called 
the printapal ; the sum per cent, or per hundred agreed uj)on is the 
rate of intiMest. 

Interim Dividend. — A dividend declared before the whole of the 
profits of a company are ascertained. It is usual to provide in the 
Articles (»f Association for this contingency, and at the next general 
ordinary meeting of the company the shareholders are asked to 
confirm the payment of the same before the declaration of a further 
dividend. 

In Transitu. — A Latin phrase, signifying in the course of 
transmission, or on the way. 

Invoice. — A statement giving full particulars of the price, nature, 
and quality of goods sold or consigned. It is usual to find the in- 
voice attached to a bill of exchange, together with other shipping 
documents when goods are either exix)rted or imported, 

LO.U. — An acknowledgment of indebtedness, being the words 
“ I owe you ” in an abbreviated form. The following is an example : 
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To 

Wm, Kvans. 
I.O.U. 


"Scf>t. 1 5/, 1905. 

00 . 


It is merely a memorandum of a debt. The production of an 
I.O.U. is evidence of an account stated Ixdween the parties, but 
not of the actual amount of money lent to the borro\v(‘r. It is 
not a negotiable instrument, and it requires no stamp. 

Jobbers. — The name applied to dealers in stocks and shan*s on 
the Stock Exchange, who buy and sell the same from and to the 
brokers who act on behalf of their clients. 

Joint Account. — When an account is o|H'n(‘d witli a bank in the 
names of two or more persons, it is called a joint account, and no 
sum of money can be withdrawn without tlu* authority of all mk Ii 
persons. 

Journal. — This book is the daily rt^gister of ('ommercial dealings, 
and the entries arc classitied so that they can lx* j)osted t»r entiMi'd 
in the ledger. It shows clt*aiiy what accounts should be ererlitetl 
or debited in that book. The journal is utilis<*fl for many pin j)os(*s 
in banks ; for example, the general cash book is us(xi foi sin h <*n- 
tries. 'J'he securities’ journal is a record of all securities left loi 
safe custody or deposited against loans ; from this bof)k the Narions 
entries are posted into the ledgers. 

Judgment Creditor. —A jx*rson who has brought an action toi 
debt or damages against another in a court of law. and has obtaim-d 
judgment for the whole or a part of the amount c laimed. I he 
rights of a judgme-nt creditor are (I) an action for non-payment of 
the judgment debt, (2) power to issue* execution, (It) power to 
issue a bankruptcy notice, and (4) «:ominitlaI c»f the debtoi to pn^cjii 
under certain conditions. 

Judgment Debtor. — The person against whom a judgment has 
been obtained, ordering him to pay a sum of tnonry, suc h order not 
having l)een satisfied. 

Kite. — Another name for an accommodation bill, that is, one 
which a person signs either as drawer, acceptor, or indorser, without 
receiving any consideration for the same. 
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Lac, or Lakh. — A Hindustani term signifying 100,000. A lac 
of rupees is 100,000 rupees, and with the rupee at Is. 4d., as fixed 
in 1893, a lac is equal to £6,666 13s. 4d. 

Latin Union. — The monetary Union established in 1865 between 
France, Belgium, Italy, and Switzerland, and afterwards joined by 
(f recce. This Union was advantageous since it promoted the inter- 
change of money, but the bimetallic principle had to be restricted. 
The basis for coinage is the French monetary unit, the franc. 

Lease.— A document under seal by which the use of lands or tene- 
iiKMits is granted for a definite period. The person who grants the use 
is the lessor, and the p(Tson to whom the grant is made is the lessee. 

Ledger. — The principal book of account which contains a state- 
ment, both debtor and creditor, of all accounts, whether personal or 
impersonal. A complete statement of the financial position of a 
bank can Ixi obtained from the ledgers, providing all the entries 
have been properly made. When entries are made from other 
books it is called “ posting ” the ledger. 

Leeman’s Act. — 'J'his was an Act of Parliament passed in 1867 
whereby it was enacted that all contracts and agreements for the 
sale of shares in any banking company of the United Kingdom, 
exclusive of the Banks of England, Scotland, or Ireland, should be 
null and void unless the distinguishing numbers of such shares 
are set forth in the contracts or agreements, and, in the absence 
of such distinguishing numbers, the person or persons in whose 
name or names the shares are to be registered. It is the 
common practice of the Stock Exchange to ignore this Act 
completely, but it is quite illegal to do so. 

Legal Tender. — Such money as a creditor is obliged to receive in 
satisfaction of a debt expressed in terms of money of the realm. By 
the Coinage Act of 1870 the following arc declared to l>e legal tender 
in the United Kingdom : (1) gold coins to any amount, (2) silver 
coins uj> to two pounds, (3) bronze coins up to one shilling. Bank 
of England notes are a legal tender for any amount exceeding five 
pounds, and the Bank is compelled to pay such notes in gold on 
demand. Notes issued at any of the branches of the Bank are 
only payable where issued, and not at any other branch. The 
King in Council is empowered to proclaim that the gold coinage of 
colonial mints shall be legal tender throughout such parts of his 
dominions as may be specified in the proclamation. 
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Letter of Credit. — An ordtT given by a banker or other jx^rsoii. 
at one place, to his agent in another place, aulliorising the latter to 
pay to a particular individual a certain sum of money, (hving 
in part to its vagueness a letter of credit is not a iiegotial>Ie instill- 
ment, and therefore payment can only lx‘ legally ilemanded h\- tin* 
person who is named in it. 

Letter of Indemnity. — A letter stating that the writer will gua- 
rantee the person to whom it is addresstxl from any loss or damage 
which may arise in consequence of some specilK* act undertaken 
for his benefit or on his behalf. 

Lien. — A right to retain goods or securities until a deht is paid. 
It does not give a power of sale. A particular lien is a right which 
arises in connection w'ith the goods as to which the deht arose. 
For example, a carrier can retain goods, until payment for carriage 
has been made. A general lien which arises from contract or 
custom is a right to detain goods or securities not only lor debts 
incurred but also for a general balance of .iccount. A banker’s 
lien is of this character. A possessory lien does not giv<‘ the j>os- 
sessor any right to deal w^itli the goods, exct'jit su< h as belong to him, 
and he has no right of sale. There may 1 h*, howr vt r, a special 
agreement betwwn the parties. A lien is lost or extinguished 
if the possessor agrees to give credit to the owner for the amount 
due, or if he agrees to accept some otluM siturity foi the debt 
due to him. 

Limitation, Statutes of.— Various statutes which bar llie remedy 
of persons who through ignorance or neglect have failed ter exeu ise 
their rights for stated p(?riods. 'J'he term is six years for simple 
contract debts and twenty years for contracts uridiT seal. A written 
acknowledgment of a debt, or any payment of a p.ii t of the |)rineij>al 
or interest is sufheiernt to prevent it from Incoming statuti- barred. 

Liquid Assets. — This term is applied to the assets r»f a hank 
which arc easily convertible into cash. Such asseds include cash in 
hand, money at call, cash at the Hank of I*^nglan<I. tiovernrnent 
and other slocks easily realisa!»le in the mar ket. arul hill< of excii.ingp 
of short date. 

Lloyds’ Bonds. — Instruments under seal whereljy a company 
acknow'ledges its indebtednt^ss as to a specified sum, and covenants 
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to pay that amount on a certain day. Such bonds are issued by 
railway companies to contractors when there is some difficulty in 
raising a public loan. The bonds usually have coupons attached 
to them which are payable half yearly. The name is derived from 
the person who first devised this method of meeting liabilities. 

Loans. — ^This term is used to express the various issues of stocks 
by governments or companies. The usual custom is to invite 
tenders for the same. When there is any probable difficulty in 
obtaining the sum required, a loan is underwritten, that is, various 
persons agree to take a portion of the stock if the general public do 
not apply for the same. 

Locus Sigilli. — (L.S. ) The place for the seal. 1 1 indicates the place 
or places upon a document where the seals of the various parties 
have to be affixed. 

Lombard Street — 'I'he name often applied to the Money Market. 
It represents tlu^ Hank of England, other large banks, bill-brokers, 
and large financial firms which control the floating capital in the 
market, and fix the rates for loans as well as for deposits. 

Long-dated Paper. — The name given in the Money Market to 
bills of exchange which have more than three months to run. 

Long Exchange. — Foreign bills of exchange, which have a longer 
currency than three months, are sold in the market at the long rate 
of exchange, which is in reality the short rate plus the interest to the 
date of the maturity of the bill. 

Maker of Promissory Note. — ^Thc i^^rson who promises to pay a 
sum certain in money to or to the order of a specified person or to 
bearer. He occupies a position similar to that of the acceptor 
of a bill of exchange, and is the princi])al debtor bound uj)on the 
instrument. 

Making-up Day.- fhe first day of the settlement on the Stock 
Exchange. 

Making-up Price.— A Stock Exchange term used to express the 
price of stocks for .all sjxHailative transactions which are not paid 
for but carried over to the next settlement. The transaction 
is closer! at each settling day and carried forward. The speculator 
has either to receive or to pay the difference in price plus the 
contango. 
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Margin. — As referring to operations under the “ cover " system, 
this signifies the extreme point which a price must tourli Iwforc the 
cover is exhausted. The word margin is sometimes used in the 
same sense as cov^'er. It also signifies a discretion of so much 
per cent., or so much per share, allowed to work upon, over a named 
price, should it not be possible to do business at the price fixed. 

Marginal Credit. — A document authorising the addressei* to place 
a sum of money at the disj>osal of a pt^rson who must follow the 
instructions given in the margin of the authority. 

Mark. — The unit of v^alue of accounts and exchange in tin* (hTinaii 
Empire, since the establishment of the new currency on the 1st 
January, 1876. A mark contains *3982 grammes or 6*146 grains 
of gold, fineness 9(X) per niille. and is ecpial to JCnglish standard 
gold of the value of 11*747 pence. At j)ar value 20*43 marks are 
equal to £1. 

Marked Cheques. — ( deques which have been mark(‘rl b>' the 
bankers upon whom tiiey are drawn indicating that they aie in 
order and will be paid in dm* course. 

Marshalling Assets. — A term used in l>ook-ke(*ping to exj)ress 
the method of arranging assets in accordaiKt* with their liquid 
character. A bank’s assets are !narshall(‘d as follows : cash in 
hand, cash at the Hank of England, money at call, (iovt rnment and 
other securities, bills of e.xchaiige, loans, banking premises. 

Memorandum of Association.— The document which sets hath 
the objects for which a joint stock company is formed. 

Middle Price. — The middle price between the highest and the 
lowest quotation of a stock at which the dealer on the .Stock 
Exchange will transact business, (icmerally siM*akmg, the baigain 
is struck Iwtween the extreme pri<*es of a stock. 

Mint. — The establishment sed up by the (iovf*riimf‘nt for the 
purpose of manufacturing coins to In* riit ulate<l as h gal feiwh i for 
the payment of debts. 

Mint Par of Exchange. — The mint par of exehange between 
any two countries means that certain amount of nnrem y of the 
one which is equal to a certain amount in the currenev of the other, 
supposing the currencies of both to be of the precise weight and 
purity fixed by their respective mints. The sovereign contains 
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113*001597 grains, or 7*322379 grammes, of fine gold, and this 
expressed in terms of the other currencies of the world is as 
follows, the value in pence of the unit of each country being also 
given : — 


France 

fcs. 

25*221 

franc 

9*515d. 

Denmark 

kr. 

18*159 

krone 

13*216 

Germany 

mks. 

20*429 

mark 

11*747 

Holland 

fl. 

12*107 

florin 

19*823 

Austria 

kr. 

24*02 

krone 

9*991 

Portugal 

mil. 

4*504 

milreis 

53*284 

Brazil 

»» 

8*901 

»» 

26*934 

United States 

$ 

4*867 

dollar 

49 316 

Argentina 

»» 

5*044 

peso 

47*578 

Uruguay 

,, 

4*705 

»» 

51*003 

Chili 


5*:i35 

,, 

44*985 

Chili 

new f 

13*2I3d. 


18*163 


The par of exchange for France includes the Latin Union ; Denmark 
includes Sweden and Norway. The mint pars are given for Portu- 
gal, Brazil, Argentina, and Chili, but actual exchanges are in terms 
of more or less inconvertible paper. 

Mint Price of Bullion. — With free mints the price at which gold 
or silver is received for coinage. The difference between the mint 
price and that of the Hank of England, viz., 1 Jd. per ounce, is 
equal to 20 days’ interest at 3 per cent. 

Mohur. — An Indian token gold coin equal to 15 standard silver 
rupees. It weighs 180 grains, the fineness being 916*6 per rnille, and 
the value is equal to £l 9s. 2Jd. 

Money Market. — A term applied to the ])lacc where all dealings 
in connection with floating capital are effected. There is no actual 
market, since it consists of various banks, including the Bank of 
England, discount houses, and large financial firms, which fix 
the price of loans, deiK)sits, and the rate of discount for bills of 
e.\change. 

Mortage.— A mortgage is a conveyance or disposition of real 
or jKjrsonal proiKjrty by a borrower, called the mortgagor, in 
favour of a lender, called the giortgagee, by way of security for 
the repayment of money lx>rrowed together with interest. 
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N-A. — No advice. 

N-a. — Non-acceptance. 

N-E. — No effects. 

N-S. — Not sufficient. 

These are different letters sonietinu’S fomid on t hetpies or hills 
of exchange for tlie purpose of stating the reasons why payment of 
the same is refused. 

National Debt. — The English National Debt date-i trom tlie reign 
of William III., when ^84,888 6s. 9il. was borrowed on tallies in 
anticipation of duties on French linens. The debt now tonsists 
of two parts, viz., funded and unfunded, the latter Inniig a lloating 
debt which can be repaid at short notice. 

Need, In Case of. — A niemoranduin on a bill stating where and 
by whom it will be paid if not met at maturity by the acee|>toi. 
This is done for the purpose of protecting a ptason who i^; a party 
to the bill, cither as acceptor or indorser. 

Negotiable Instrument.-— Lord Hlackburn’s definition is as 
follows : When an instrument is by the custom of lra<Ie tianshn- 
able like cash on delivery, and is also capable of being sued upon 
by the person holding it pro tempore, then it is entitled to (he name 
of negotiable instrurnent, and the property in it passes to a hoiiti fide 
transferee for value, though the transfe-r may not have taken place 
in market overt.” The principal negotiable instruments are bills, 
promissory notes, l)ank notes. Tn^isury bills, foreign bomls. lu aiei 
debentures, and scrip. Postal orders are expressly made not 
negotiable. 

Notary Public. — An official who has aiithoiity tf> certify <|erds 
and other documents. His principal duti(*s are to attest, to < opy. 
and to translate documents in order to rende r them valid when 
sent abroad, and also to prcs(*nt dishonoured bills of e,\< haiige 
and cheques, and to note their non-acceplama* or non-j)ayment. and 
also to protest them if required to do so. 

Not Negotiable. — Tht*se words are sometimes adcled to the cios>,ing 
of a cheque for the purjxjse of further limiting the lights of a holde r 
to deal with it. No person can have a greater light to a not 
negotiable ” cht?que than w^as poss(^ss<‘d by Ins immediate traiisfeior. 
The section of the Bills of Exchange Act relating to such r licfjues 
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is as follows : ** Where a person takes a crossed cheque which bears 
on it the words “ not negotiable ” he shall not have and shall not 
be capable of giving a better title to the cheque than that which the 
person from whom he took it had.” 

Notice of Dishonour. — When acceptance or payment of a bill 
of exchange is refused, the bill is dishonoured, and it is necessary 
for notice of the dishonour to be given to all parties to the bill 
who may be liable upon it. 

Noting of Bills. — This consists of a note made by a notary on the 
day of dishonour of a bill of exchange, which consists of the notary’s 
initials, the date, the charges, and a mark referring to the notary’s 
register. It has no direct legal effect, although the exi)enses 
incurred may be recovered. It is the common practice to attach 
a slip to the bill stating the reasons why it is returned. If foreign 
bills arc noted on the day of non-payment they can be protested 
sul)sequently. 

%. — This is an abbreviation for |H*r cent. 

^ ‘'^*1 a!)breviation for pcT mille or thousands. 

0-S. — Signifies old style, and refers to the old calendar as still 
usc'd in Russia, which is thirteen days behind that of the rest of 
Iiurope. Russian bills payable after date in England usually 
bear both the eastern and the western date, the maturity being 
calculated according to the western date. 

Obligation. — A bond und(*r sinil with a money i^enalty attached 
in cast* of default. 

Open Cheque. — A cheejue not crossed is gtmerally so called. 

Order. — A term used in connection with bills of e.xchange and 
cheques, and denoti’s that the person in whose favour the bill or 
chi'que is payable can transfer the same to another person by 
indorsing and delivering it. 

Overnight Money. — Money borrowed by bill brokers from banks 
from one afternoon until the following morning, for the purpose 
of discounting bills. These are the shortest of all loans granted 
by the banks. 

Par. — The nominal value of stocks or shares. If any particular 
stock or shares can be sold in the market at their nominal value 
they arc said to be " at par.” 
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Par of Exchange.— This term denotes the exact equivalent 
of a foreign currency expressed in terms of tht' sov<*reign. I'hus, 
the par of exchange between England and France is 25-22i, lx‘ing 
the equivalent in francs of a sovereign. 

Pay Day. — The last day of the account on the Stock Excliange 
when payment must be made for all stocks and sh.nes l>ought or 
sold. 

Payee. — A person to whom or to whosi‘ ordtr tlie amount 
specified in a bill of exchange or a cheque is j)ayabli‘. 

Paying-in Slip. — ^The document which is ust^d foi- the purpose 
of giving particulars of thi* coin, bank notes, chi qu<‘S. hills, i>i otIaT 
credits which are paid into a bank on account of a customer. 

Payment in due course. — This term in connection with bills ol 
exchange is thus d(‘fined in st*ct. 59 of th*‘ Hills of Kxchange A< t. 
1882 : “ It means payment made at or after the maturity of the 
bill to the holder thereof in good faith and without notice* that his 
title to the bill is defective,*' 

Pajrment for Honour. — \Vh<‘n a bill has bei n nott-d or protested 
for non-payment, any i)erson may interveiu' and j)ay it suf>ra 
protest for the honour of any person who is liable on the bill. 

Personalty. — I'liis designati*s all movable property, such as 
money, goods, furniture, other diattels. and leasi liold inteiests in 
land. 

Peseta. — The unit of value in Spain, and marly ecpiivaleiit to 
the French franc, its value l>i‘ing about 9Jd. It is divided into 
100 parts, called ceiitimos. 

Peso. — The unit of valui* in most of the South American St.iti s, 
except Brazil. Its current value is about the s.ime as that ot the 
French five-franc piece, \\z., 3s. 1IJ<1, 

Petty C^ash Book. — A book us<*d for the purpo'M* of iec«iiding 
payments of small disbursements, such as stamp-i. |)oi triage, 
cleaning, and other similar small charges. 

Pfennig. — A small copper coin used in (iermany. tin- hundredth 
part of a mark in value. 

Piastre. — A coin used in the I^rvant for currency pur[)os<*s. 
The Turkish piastre is worth a fraction mor<* than 2^1. in English 
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money, and the Eg 5 ^tian piastre about 2Jd. A piastre is the 
one-hundredth part of the Turkish pound gold medjidie. It is a 
similar unit to the Egyptian pound. Turkish silver coins of 20 
piastres form part of the currency of the Ottoman Empire, and 
have a fineness of 830 per mille. The English equivalent value of 
the Turkish medjidie is 18s. Ofd., and of the Egyptian pound 
20s 5d. 

Pie.— A unit of value in India, being the 192nd part of a rupee. 
The copper coin of this name weighs 333 grains. 

Post Dated. — Sometimes cheques are dated after the true time 
of their issue. The practice of post-dating, however, is an infringe- 
ment of the stamj) laws, so that if a holder attempts to negotiate 
a cheque Ixdore the date named, the drawer renders himself liable 
to jxnalties. A jxist-dated cheque may, however, lx put in 
evidence in the course of an action at law for collateral pur}X)ses. 

Post Obit Bond. — A bond by which a person receiving money 
binds himself to repay the same, generally with interest, after the 
death of an individual from whom he expects to inherit property. 

Pound. — A weight of twelve ounces troy (5,760 grains) or sixteen 
ounces avoirdupois (7,000 grains). It also represents the British 
monetary unit, viz., the sovereign, which weighs 123-27447 grains 
troy. 

Premium. — ^^Ihe amount paid for a stock over and above its par 
value. 

Present Value. — ^The immediate value of a sum of money payable 
at some future date, discount being deducted for the payment of 
the principal sum bi*fore it lx*conies due. 

Presentation. — The act of presenting a bill of exchange or a 
cheque for acceptance or for payment. Certain regulations are set 
out in the Hills of Exchange Act as to what constitute a legal 
presentation. 

Proceeds. — ^Thi* actual amount received after a bill of exchange 
or other security has been sold, less charges. 

Procuration. — An authority given by one person to another to 
sign bills, cheques, etc., on his behalf, which can be revoked at any 
time by written notice. It is usual to sign " per pro.** or " p.p.” 
when the authority has been given. 
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Profit and Loss. — ^The losst^s and gains of any connnorcial undt*r- 
taking, either private or joint stock. The net gains derivt d from 
a company’s trading is divided amongst the sliareholdv is in tlie 
shape of a dividend, which must lx* paid out of prolits. anti not 
out of capital. In stating a profit and loss account it is usual 
to place the profit on the right or creditor side, ami tlu‘ loss on 
the left or debtor side of such account. 

Pro Forma. — As a matter of form. Pro forma dtx'uments are 
drawn up after a prescribed model to satisfy some legal requirement 
or some trading castom. 

Promissory Note. — An unconditional promise* in writing made 
by one person to another signed by tlu* maker, engaging to pay on 
demand or at a fixed or determinable future time a sum certain 
in money to, or to the order of. a specifi(*d person or to bearer. 

Protest. — A formal ci*rtificate drawn up by a notary to attest 
some fact such as the dishonour of a bill of exchange. On the 
continent all bills must be protested. If dishonoured in tlx* I nitc‘d 
Kingdom a foreign bill must lx* protested m order to prest‘rve to tlu* 
holders the right of recourse* against the drawer and tlu* indorsiT. 
The Bills of Exchange Act states that if a notary iJ' not available, 
a householder in the pres(*nce of two witnesses may givi* tlu* 
necessary certificate of prott*st. Protest is required as a preliminary 
to acceptance or payment for honour of any dishonoured foreign 
bill. 

Proxy. — ^A document which appoints one person to act foi 
another at a meiting or for some special purpose. It re(|uires an 
impressed penny stamp. 

Qualified Acceptance. — An intimation by the drawee of his qii.ili* 
fied assent to the order of the drawer of a bill of exchange. It may 
be either conditional, that is, the payment de})ends ujxjn the fulfil' 
ment of a condition stated in the bill ; partial, that is, a part only 
of the bill is to he paid ; local, that is, making the bill payable at 
a particular place and there only; qualifierl as to time, as where a 
bill draw'n for three months is accepted for six ; and an aco pfance 
by some and not all of the draw^ees, wdien there an* .several. I he 
holder of a bill may refuse to take a qualified acceptance, and any 
holder other than the drawer, taking such an areeptance, must 
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immediately give notice of the fact to prior holders ; failing such 
notice they are discharged from liability on the bill. 

Rebate. — ^An allowance of discount made on retiring a bill of 
exchange, the usual rate allowed being J per cent, above the deposit 
rate. Rebate is shown in the half-yearly accounts of a bank for 
discount received on bills of exchange not matured. It is usual 
for this purpose to take the average rate of discount during the 
previous three or six months, or the actual amount received on bills 
discounted may be taken. 

Recourse. — ^The right of the holder of a bill of exchange to demand 
payment of the same from some other person than the acceptor. 
It sometimes occurs that bills are discounted without recourse 
(san recours), but it is usual to sell coupons and foreign bills with 
recourse in case of non-payment. 

Re-Discount. — When bills of exchange have been discounted they 
can be re -discounted. This was at one time a common practice 
amongst country banks when more capital was required. 

Re-Exchange. — The loss resulting from tlie dishonour of a bill 
in a country different from that in which it was drawn or indorsed. 
The re-exchange is ascertained by proof of the sum for which 
a bill at sight (drawn at the time and jdace of dishonour at 
the existing rate of exchange, or the jdace where the party 
sought to be charged resides), must be draw'ii in order to realise 
at the place of dishonour the amount of the dishonoured bill, 
and the cxt)enscs consequent on its dishonour. The expenses 
consequent on dishonour are the expenses of protest, postage, 
customary commission, brokerage, and the cost of the stamp 
where a re-draft is necessary. 

Rci or Ree. — The unit of account in Portugal and Brazil, 1,000 
reis being called a milreis. 

R/D. — Refer to drawer. These letters are gi*nerally written on 
bills or cheques when they are returned for want of funds. 

Registered Bonds. — Bonds which are registered in the books 
of a company as a protection against loss. 

Registered Stock. — Stock which is registered in the name of a 
stockbroker in books kept by banks or at the offices of a company. 
It is usual to issue a certificate stating the amount of stock held. 
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Registered stock differs from inscribed stock, becausi* a certificate 
is issued for the former and most transfers are made by det‘d. 
whereas in the case of the latter a stock receipt is issxied. but 
transfers can be made without its i>roduction. Perscmal attendance 
of the stockliolder is required to transfer insvrilvd stock unless a 
power of attorney is given. 

Reichsmark. — This is another name for tlie mark of the (ierman 
Empire. 

Remittance. — A term used by banks when coin, bank notes, 
drafts, or cheques are sent for collection. 

Reserve Liability. — That part of th(‘ capital of a banking company 
which is not capable of being called up except for the purposes ol 
winding up. See Companies Act. 187i^). st ct. S. 

Restrictive Indorsement. — An indorst'ment sometinns place«l on 
a bill which limits the further n gotiability ol tht‘ instrument, h'or 
example, *' Pay I) only " is a restrictive indorsi^nent. Ihe indor.s<‘e 
of such a bill lias tiu* right to receive j)aymenl and to sm* any pi»* ty 
that his indorser could have sued, but a restiictive mdorsemeiit 
gives him no power to transfer his rights as indors<c unless he is 
expressly authorised to do so. 

Retire a Bill. — To take up a bill iK-fore maturity. W hen tliis is 
done the interest up to the due date i^ paid by the ])erson who 
withdraws it from circulation. If a bill is retired by the acceptor 
it is discharged, and all the remedies on tin* bill an‘ «*xlinguished. 
but if it is retin^d by any other peison who is primarily liable upon 
it, all the remedies remain in force. 

Returns. — The name given to bills and clie(ju*s wliich are 
presented for payment through the Clearing House, and returned 
unpaid. The term is also used in connection with the various 
statements stmt from the different branches of a bank to its head 
office. 

Revenue Account. — This term is us<‘d !>y large public compani(‘s 
for the purpose of showing their profits derived from the undertak- 
ing. It is similar to the profit and loss account of a trading com- 
pany. Such an account is distinguislied from the capital account, 
which gives a statement of capital sul>scrib<'d by the proprietors. 
A part of the balance of revenue account is usually paid as dividends. 
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Rix Daler. — A Dutch silver coin of the same weight, 25 grammes 
or 385*8 grains, as the five-franc piece, but the fineness is 945 
instead of 900 par mille. This coin is current in the Netherlands 
and is equal to 2J gulden pieces. It circulates mainly in the Dutch 
colonies. 

Rupee. — ^The silver coin of India which weighs 180 grains, and 
contains 165 grains of fine silver, eleven -twelfths fine. In 1893 
the Indian mints were closed to the coinage of silver, and British 
gold coins taken at the rate of 15 rupees to the £. The coinage of 
rupeees by the Government is at the ratio of 16d. per rupee. 

Sans Compte de Retour. — A term meaning that in the event of 
non-payment f)f a ])ill the holder may draw a bill on the previous 
holder for the amount and charges. 

Sans Recours. — A French term meaning “ without recourse," 
and denoting that the indorser disclaims any personal liability in 
case of non-payment. 

Sans Frais. — Without expense. An expression sometimes used 
on a for(‘ign bill, which means that in case of non-payment no 
expenses art* to be incurred. 

Scrip. — The provisional certiheate issued when new shares or 
stock arc issued to the jmblic. The certiheate must hear an 
impressed sixpenny stamj>. 

Security . — A written or printed document which secures to the 
holder his right to any property. The principal securities which 
art* lodgetl with a hank as securities against loans are certificates, 
l>onds, deeds, hills t)l lading, dock warrants, hills of exchange, 
and scrip. 

Seigniorage or Seignorage. — I'lie charge made for the cost of 
coining gold and silver coins. Prior to 1666 a charge was made 
in England at the mint for coining gold, but since that date the 
coinage has been free. Some nations, however, still retain the 
charge. 

Settling Day. — The third or last day of the account on the Stock 
Exchange, when payment for stock bought or sold must be made 

Shareholder. — A person who holds shares in any registered 
company. 
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Shipping Documents. — ^These are documents wliich are some- 
times attached to foreign bills of exchange, and include the 
invoice of the goods shipped, together with the ix)licv of ins\irance 
which insures them during transit, and also the complete set of 
bills of lading. 

Short Bills. — Bills of (‘xchange which have less than ten days to 
run, demand or sight bills, or bills drawn for any p. riod wh< i» 
\vithin ten days of their maturity. When such hills are j>aid 
into a bank for the purpose of collection just Ih Ioiv they In come 
due, it is a custom to “ enter them short.” that is. not to cndit 
them at once to the customer, but to wait until they are paid. 
Short bills, in the event of the bankruptcy of the hanker between 
their deposit and their maturity, tlo not |)ass to the trustee in 
bankruptcy under the reputed ownershij) (lanse. Ihey ate 
treated as goods in the hands ot a factor. \See pp. 179, ISO.) 

Short Exchange. — Drafts or chec|Ues at sight oi payable within 
a day or two. When such hills are sold in llu- marki't there is n<» 
interest to be deducted from the pric<‘ ol the hill. 

Shut for Dividend. — Wlu n the transh i hooks ol a ( ompany ari* 
closed for the purpose of preparing warrants for the payment of 
dividend, a notification is given that no transfer can he registered 
until the dividend has been paid, tlu* time allowed iM ing generally 
from a fortnight to a month. 

Sight Bills. — Bills at sight an* payable on demand, hut ihos^: 
after sight require acceptanct*. 

Sinking Fund. — A fund termed by tin* investment ot annual 
savings for the purpose.' of redeeming debt. 

Soft Money. — A term often applied to hank notes in the I 'nited 
States. 

Sola. — A bill of (exchange of wiiich there is hut one copy m < ir- 
culation, as distinct from a bill wliich is elrawii in a s' t ot two oi 
three. 

Sol. — The standard of value in Peru. It is a sihei coin weighing 
25 grammes of silver, of a fineness of 9(K) per milk*, fin* equixaleiit 
of the peso or dollar of Chili and of the five-franc piece. 

Sou. — The French bronze coin, the twentieth part of a franc, 
equal in value to about one halfpenny. 
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Sovereign. — ^The British gold coin which is the standard of this 
country, and which weighs 123‘27447 grains troy, eleven-twelfths 
fine. 

Special Indorsement. — ^An indorsement on a bill of exchange 
stating the name of the person to whom the instrument has been 
transferred. A bill of exchange, when specially indorsed, is payable 
to the indorsee, and can only be negotiated by his indorsement. 
If a special indorsement follows an indorsement in blank, the former 
controls the effect of the latter. 

Specie. — ^The name applied to the gold and silver coins used in 
any country, as distinct from bullion (^.3^.)- 

Specie Pa 3 rments. — A term applied to payments in gold as distinct 
from payments in an inconvertible paper currency. 

Specie Points. — A term applied in the foreign exchanges to a 
price in a foreign currency when it is more profitable to export gold 
than to purchase bills for the settling of inti*rnational indebtedness. 

Stale Cheque. — A cheque which has not been presented for pay- 
ment within a reasonable period. A person who takes such a 
cheque does so at his own risk. In case of the failure of the bank 
upon which it is drawn the drawer is generally discharged by the 
delay in the presentation, although the holder can prove in the 
bankruptcy against the estate of the bank. 

Standing Order. — A request to a bank to make periodical pay- 
ments for the customi'r, such as club subscriptions, fire and life 
insurance premiums, or other annual payments. 

Stiver. — A silver coin of Holland, now superseded by the 
five-cent piece. The florin is equal to 20 stivers or 100 cents. 

Stock Exchange. — An institution formed for the purpose of 
dealing in stocks and shares. On the London Stock Exchange 
the members are divided into jobbers and brokers ; the former 
deal in the stocks, whereas the latter buy from or sell to the jobbers 
on behalf of their clients. The scale of commission which a broker 
is entitled to charge his client is as follows : 
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British and Indian Government securities. . 2s. (kl. i)er cent. 

Colonial Corporation and foreign stocks 5s. ptTamt. 

Home Railway stocks 5s. to 10s. per cent. 

American and foreign railway securities 

5s. to 10s. jvr cent. 

Shares in mines, industrial companies, etc., 


Under £1 nominal value - 

- 3(1. iKT share 

.. £2 

Od. 

.. £S 

9d. 

» £10 

Is. 


and 6d. per share for every £5 per sliare in i*xcess. 

Stock in Trade. — The goods in stock, fittings, furniture, machinery, 
tools, and other appliances are usually calked the stock-in-trade 
for carrying on a business. 

Stock Receipt. — A receipt given by the m IIci ot mscnlxMl >tock, 
on receiving the consideration money from the purchasiT, and after 
having assigned the stock by signing tlu* transfer book at the 
bank, which enables the purchaser to have the stork legjsttTt^d 
in his own name. 

Stop. — An order given by a customer to his baukt*r reipiesting 
him not to make payment of a cheque or a bill of exchange. 

Stoppage in Transitu. — The right of a seller of goods to retake 
them w’hilst they are on their way to, and have not come into 
the possession of a purchaser who has become insohent. 

Surety. — A person who is bound by an instrument in writing that 
he w^ll be answerable for the debts of another p<‘rson if they are 
not paid when due, or that Ik* will lx* responsible for the 
performance of some duty undertaken by another. 

Surrender Value. — A term ust*d in conn(*ction with life policies 
which signifies the cash jjnee payal)le to the holder when thc'V 
are surrendered. 

Suspense Account. — An imp<Tsonal account in the Iwinks of a 
bank or a commercial house for the purjK^se of crediting or debiting 
amounts which cannot be applied at once to the regular accounts. 
It is also used in banks for the purpose of deducting charges from 
cheques and bills sent for collection. 
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Talon. — A certificate attached to a bond, which enables the holder 
to obtain a fresh set of coupons when those attached to the bond 
have been exhausted. 

Tel Quel Rate. — ^The rate of exchange at which a bill is sold. 
A net price is given to the seller, which includes the difference for 
interest, etc. 

Telegraphic Transfers. — A mode of effecting international pay- 
ments. Messages are sent by telegraph, ordering the transfer of 
specified amounts from one person to another by means of a debit 
or a credit of their respective accounts. As a rule it is cheaper 
to buy bills than to obtain a telegraphic transfer, but when pay- 
ments have to bo made at once the system is taken advantage of. 
It mplies, of course, that the sender has a balance in the hands 
of his agent abroad. Telegraphic transfers are principally used 
between London, New York, and India. With regard to India 
they are of particular value as they defer the fixing of the 
rate of exchange to the exact moment when the payment 
has to be effected. There is a daily rate quoted in the Money 
Market reports for transferring money from one country to 
another. 

Teller. — The cashier of a bank who receives credits or pays 
cheques presented for payment. 

Term of a Bill. — The time for w'hicha bill of exchange is drawn. 

Terminable Annuities. — Annuities granted by the Government 
or life offices for a term of yeare, on present payment of a fixed sum 
of money. The amount paid is calculated on the basis of the 
average duration of life wffiich is obtained from actuarial tables. 

Ticket Day. — The name of the day preceding the fortnightly 
settling day on the London Stock Exchange. It is a term peculiar 
to the London Exchange. Tickets are passed between brokers 
and jobbers by means of which the amount of stocks and shares 
which have to be delivered or received are recorded. The names 
of the buyers are declared and the differences to be paid on the 
following day are stated. 

Token Money. — Coins which are in circulation but which are not 
of the market value named on their faces. For example, silver 
and bronze coins are far less valuable than they are represented to 
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be. In the case of silver the price is about 2s. 3(1. per ounce, but 
an ounce of silver is coined into 5s. 6d. H(*nce a shilling is really 
worth something between 4d. and 5d. For this reason token 
money never circulates in any country except that by which it is 
issued, and there is always a limitation as to its being a legal 
tender. In England silver is not legal tendtM- In^voml forty 
shillings, and bronze not beyond twelve pence. 

Transfer Days.— Certain fixed days at the Hiink of Knglaiul 
and other banks when transfers of stock are made Ua of charge. 
If a transfer is made at any other time a fee has to be paid. 

Transfer Certified. — A transfer which is it-rtihid by a to?npanv 
or a bank stating that the certificate of the stock- has been lodged 
for the purpose of transferring tin* same. 

Transferee. — The person to whom a bill of (‘xc hange or stock is 
transferred. 

Transferor. — The person who transfers a bill ol exchange or stock 
to another person. The transferor of a bill of exchange by mere 
delivery, that is, without indorsing it. warrants to his irninediat*’ 
transfeive Ixdng a bolder for valu(‘ that the bill is what it pui|>oils 
to be, that ho has a right to Iransh r it. and that at the time ol 
transfer he is not aware of any fact whic h leiuh is it valueless. 

Treasury Bills. — Hills issu 'd by the (ioveinmeiit and payablf 
at three, six, or twelve months after date Such bills tor in a 
part of the floating debt of the country. Tenders an* ivceivetl 
for the same, and they are issued at a discount widt h represent^ 
the interest received by the ]>eison who applies tor them. 

Trusts. — A combination of mamilacturing firms, loriiiefi for the 
purpose of creating a monojioly or of regulating th** prices ol com- 
modities in order to prevent ruinous competition. I lie adv.intuges 
of the amalgamation of large Arms Iiave l>(!(?n stated to lx* tin* 
economising of production by means of lalxmr-saving mat liinery 
and better methods of transport. 

Turn of the Market. —A term uscyI on the Stfx k ICxt hange indicat- 
ing the difference l>etween the buying and the selling prices ol stocks. 
It indicates the joblx^r’s profit on the traiHaction. 

Turn Over. — The amount of mone\' receixed during a given 
period of time through sal(*,s of any commcKlity. In a bank the 
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turnover is the total amount of cheques, notes, coins, etc., which 
are received or paid during the half year for any customer. 
Sometimes a commission is charged upon this amount. 

Underwriter. — ^The name given to a class of persons of Lloyd’s 
who insure the safety of ships and their cargoes. The underwriters 
affix their signatures to the marine policy, each one for the amount 
he intends to risk on the transaction. The name is also given to 
those persons who undertake to apply for shares in a new 
company in case the general public do not come forward in 
sufficient numbers to allow of its commencing business. 

Unfunded Debt. — ^This consists of money borrowed for short 
periods by the Government, to be paid at certain fixed dates. 
Treasury bills are an example of unfunded or floating debt. 

Usance. — ^The period allowed by usage for the currency of bills 
of exchange between various countries, and originally denoting 
the time which a vessel took to reach its destination. Thus, the 
usance between London and New York is sixty days. The length 
of the usances has not l>een changed in spite of the improved and 
quickened means of transit. 

Value in Account. — A term used in drawing bills of exchange 
when they are for services rendered, or when there is a balance 
remaining in favour of the drawer. 

Value Received. — The words used on bills of exchange to indicate 
that the drawee, who becomes the acceptor, has received considera- 
tion from the drawer. Such words are, however, quite unnecessary 
since consideration is always presumed in the case of bills of 
exchange. 

Vendor. — ^I'he seller of any commodity. 

Vendor’s Shares. — Shares which are taken as a cash payment 
on conversion of a trading firm into a limited company in considera- 
tion of the value of goodwill, stock, fixtures, etc. Such shares 
may rank pari passu with ordinary shares for dividends, or be 
entitled to the same when a certain fixed dividend has been paid 
to the ordinary shareholders. 

Waiver. — The renunciation of a right. 

# 

Waste Book. — A book used for the purjx)se of making entries of 
business transactions, whether of sales or purchases, prior to posting 
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the same in the journal. The waste book of a bank is utilised for 
the purpose of sub-dividing the cash articles received at the counter ; 
the total amount of the credit is entered into the cash lK)ok» and 
subsequently into the waste book, where the various items are 
entered under different headings, such as coin, bank notes, cheques, 
etc. 

Watering of Stock.— An expression used to indicate the issue of 
an additional amount of stock by a company without any additional 
provision being made to pay the interest on the same, or that 
the nominal value of securities has been increased without any 
corresponding pa 3 mient in cash. 

Weight Note. — A document issued by wharfingers giving the gross 
weight, tare, and net weights, the marks, numbers, and dal(‘s of 
entry of goods impiorted and deposited in the warehouse pending 
sale. 

Winding Up. — A term applied to the j)rocecdings I>y wliich a 
joint stock company ceases to exist, and puts an end to its business. 

Without Recourse. — A phrase sometimes found in connection 
with bills of exchange which means that the indorsee has no claim 
against the indorser should the bill be unpaid at maturity, fhe 
words are used when the indorser has no ix.*rsonal interest in the 
bill, and has only acted as agent for anothc'i person. It is nsiia) 
to use the words “ sans recours,” which are the French equivalent 
for “ without recourse.'' 

Writ. — A document issued by the High ('ourt of Justice 
commanding the person therein named to attend at a cejtain 
place or to perform a certain act under a pimalty. 

Years' Purchase. — An expression us<,*d to indicate the* value <»f 
property based upon a yearly rental. For example, if a Iumim' 
rented at £50 a year is sold for £I,(XK>, this is equal to years’ 
purchase. 

Yen. — The unit of value in Japan and repri-sc*ntefl by gold and 
silv’er coins. The v’alue of the 20 gold yen j)iece is £2 Os. Iljd. . 
which giv’es the circulating value of the silver token ven coin of 
about 2s. OJd. 
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PITMAN^S BUSINESS HANDBOOKS 


PITMAN’S COMMERCIAL ENCYCLOP-ffiDIA AND DICTIONARY 
OF BUSINESS. A reliable and comprehensive work of refer- 
ence on all commercial subjects, specially designed and written 
for the busy merchant, the commercial student, and the modern 
man of affairs. Edited by J. A. Slater, B.A., LL.B. (Lond.). 
Of the Middle Temple and North-Eastern Circuit, Barrister-at- 
Law. Author of “ Mercantile Law," “Commercial Law," etc., 
etc. Assisted by upwards of 50 specialists as contributors, 
including : W. Valentine Bali, M.A. ; James 0. Cheetham, 
B.Com. ; Sidney W. Clarke ; Arthur Coles, A.C.I.S. ; A. C. 
Connell, LL.B. (Lond.) ; Emil Davies ; Frank Dowler ; J. Alfred 
Eke ; J. B. Eland ; R. A. Fletcher ; A. J. Lawford Jones 

G. H. Knott, M.A. ; Samuel Moses, M.A. ; W. Nicklin, A.S. A.A. 
E. Martin, F.C.I.S. ; E. J. Orford, F.R.G.S. ; Gurdon Palin 

H. W. Porritt ; Harold Roberts, LL.B. (Lond.) ; W. P. Rutter, 
M.Com. ; W. Courtney Sandford, B.A. ; J. A. Slater, B.A., 
LL.B. (Lond.) ; W. E. Snelling ; W. H. Spurr, A.C.I.S. ; J. E. R. 
Stephens, B.A. ; J. Wells Thatcher ; P. Tovey, F.C.I.S. ; A. R. 
Webb, A.S. A.A,, A.C.A. ; W. Jayne Weston, M.A., B.Sc. (Lond.). 
With numerous maps, illustrations, facsimile business forms and 
legal documents, diagrams, etc. In 4 vols., large crown 4to, 
(each 450 pp.,) cloth gilt, £\ lOs. net. Half-leather gilt, 
£2 2s. net. 


“ We have found it of an extremely interesting nature, and can strongly recom> 
mend it to all wishing to keep thoroughly up to date in commercial and business 
life. The high standard which Messrs. Pitman have attained in previous volumes 
published by them is fully sustained in the Commercial Encyclopadia, a strong feature 
of which is the extremely low price fixed for what may be regarded as a very 
important work of reference .” — The Statist. 


” Providing, within adequate limits, full and accurate information upon every 
subject which can be legitimately claimed to fall within the scope of business life, 
this new work must appeal with peculiar force to all classes of the commercial com- 
munity .... should prove a more valuable possession to the business man than 
half-a-dozen dead languages and all the book-lore of 3,000 years .” — The Standard. 

” The work is entirely reliable .” — The Joint Stock Companies* Journal, 

” Every business man who would be abreast of the times should add this to his 
bookshelves .” — The Capitalist. 

” The compilation is most carefully done, and it is safe to say that no man who is 
interested in business affairs can afford to be without this work .” — The Review of 
Reviews. 

” The magnificent and most useful Commercial Encyclopedia .... the business 
man will have an authoritative ^uide to practically every question that concerns 
his enterprise ; while for the encouragement and training of his office and warehouse 
staffs, the work can be highly recommended .” — The Commercial Review. 
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PITMAN^S BUSINESS HANDBOOKS 

PITMAN’S BUSINESS MAN’S GUIDE. Fifth ReNnsed Edition. 
With French, German, and Spanish equivalents for the Com- 
mercial Words and Terms. Edited by J. A. Slater. B.A., 
LL.B. (Lond.), of the Middle Temple, Barrister-at-Law, and 
author of The Commercial Law of England.” The ” Business 
Man’s Guide ” is a volume of handy size, designed to be of 
permanent usefulness in the office of the merchant, the banker, 
the broker, and the trader, and to all members of the staff from 
the manager, secretary, or cashier, to clerks of all kinds. The 
information is of such a character as will assist a busint^ss man 
in an emergency, and will clear up doubts and difficulties of 
every-day occurrence. The work includes over 2,000 articles. 
In crown 8vo, in cloth cover of special design. 497 pp. 3s. 6d. net. 

“ An admirable specimen of the new type of badness instruction book. In nearly 
500 closely printed pages, with subjects arranged alphabetically, it packs away a 
great amount of information of the kind frequently required and not easily obtained 
by business men of many kinds. The fulness oi the technical phraseology, with 
foreign equivalents, is one of the best features of the lH>ok. One may Heurch any 
ordinary dictionary in vain for explanations of such phrases as * liottornry liondi' 
* hypothec,* * quintal.* or * fittage.' The summarised infonnation of trade customs, 
of fcMTeign practice, and of commercial law', is given with great luc idity. Altogeihrr 
it is a book that can be heartily recommended.” — Daily Mail. 

PITMAN’S PUBLIC MAN’S GUIDE. A Handbook for all who 
take an interest in questions of the day. Edited by J. A. Slater, 
B.A,, LL.B. (Lond.). The object of this book is to enable its 
readers to find within a comparatively compact compass informa- 
tion on any subject which can possibly bear u]K)n matters 
political, diplomatic, municipal, or imjx?rial. In crown 8vo. 
444 pp., cloth gilt, is. 6d. net. 

** Comprehensive and concise arc the two adjectivet w'hirh licst tlcscTilie the * Public 
Man*s Guide,' to which might be added indisjH'nsabli*.” — WrstmtnAter Gateile. 

‘‘Such a volume as this, giving a great m.iNS of ciirefully selected and comlenswl 
information on a w’ide range of subject'., is exactly what is needed. Ihe volume is, 
in fact, a miniature encyclopaadia, not for the student, bul for most general readers— 
one might say for * the man in the street.’ ” — Glasgow Evening Sews. 

LECTURES ON BRITISH COMMERCE, including Finance, 
Insurance, Business and Industry. By the Kt. Hon. Fkedekick 
Huth Jackson, G. Armitace-Smith, M.A., D.Liit., Kobeki 
Bruce, C.B., Douglas Owen. VV. E. Barling, J. J. Bisgood. 
B.A., Allan Greenwell, F.G.S., James Graham. Witli a 
Preface by the HoN. W. Pember Reeves. In demy 8vo. 
cloth gilt, 295 pp., 7s. 6d. net. 

CONTEMTS.— The Bank of England— The British System 'if Taxation -The Ixmdun 
Postal S^vice — Lxindon as a Fort — The Machinery of Marine Insurance Hrilish 
Shipping — Fire Assurance, Life Assurance — Iriduftrial Life Assuroiw*, Perscaial 
Acadent and Sickness Insurance, Workmen’s Compensation Aswirancc, Motor-Car 
Insurance, Burglary Assurance, etc.— The Economic Position of the Coal Industry 
of the United Kingdom— The Woollen Industry. 
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THE CHAIRMAN’S MANUAL. Being a guide to the manage- 
ment of meetings in general, and of, meetings of local authorities, 
with separate and complete treatment of the meetings of public 
companies. By Gordon Palin, of Gray’s Inn, Barrister-at- 
Law, and Ernest Martin, F.C.I.S. In crown 8vo, cloth gilt, 
192 pp., 2s. 6d. net. 

** We only wish that it were a sine qua non that no chairman should be allowed to 
occupy thai pusitiuu unless he could show that he had caretulJy perused this little 
book. We strongly urge all our readers to obtain a copy.'* — AccomUant’s Journal. 

INSURANCE. A Practical E9q>osition for the Student and Business 
Man. By T. E. Young, B.A., F.R.A.S., ex-President of the 
Institute of Actuaries. Second Edition, Revised. In demy 
8vo, cloth gilt, 408 pp. 5s. net. 

** It w enough to say of the second edition of this well-known work that it retains 
all the valuable features of the hrst edition, and includes additional information of 
an important character. In particular the chapters upon fire, marine, and accident 
insurance have, on the invitation of Mr. Young, had the advantage of revision and 
approval by several well-known experts in these departments. We can cordially 
commend this work to all students of insurance ." — Local Government Journal. 

INSURANCE OFnCE ORGANISATION, MANAGEMENT, AND 
ACCOUNTS. By T. E. Young, B.A., F.R.A.S., and Richard 
Masters, A.C.A. Second Edition, Revised. In demy 8vo, 
cloth gilt, 150 pp., 3s. 6d. net. 

" The need of a suitable text -book, dealing in a clear and comprehensive manner 
with the various aspects of life assurance both from the theoretical and the practical 
standpoint, has probably been felt by every student of this great branch of hnance. 
A text-book admirablv adapted to supply this want has now been prepared by 
Mr. T. E. Young. His long and varied experience as a practical manager and actuary, 
and his intimate associations for years with actuarial students have rendered hiin 
eminently qualified for Aindertaking such a work ." — The Insurance and Finance 
Chronicle. 

OFFICE ORGANISATION AND MANAGEMENT. Including 
Secretarial Work, By Lawrence R. Dicksee, M.Com., F.C.A., 
and H. E. Blain, Tramways Manager, County Borough of West 
Ham. In demy 8vo, dotli gilt, 306 pp., 5s. net. 

** We have sciircely ever seen an office manual so complete and reliable as this one. 
The chapters on office management are compact with useful information, the 
ripe fruit of experience ." — Manchester City Sews. 

" An enormous amount of useful information Ls comprised in the 300 pages of which 
the work con.sists." — Accountant. 

COUNTING HOUSE AND FACTORY ORGANISATION. A Practical 
Manual of Modern Methods applied to the Counting House 
and Factory. By J. Gilmour Williamson. Holder of Business 
Diploma of the HeriotAVaU College, Edinburgh, etc. In demy 
8vo, cloth gilt, 182 pp., 5s. net. 

" The volume deals exhaustively with the subject irctm all aspects, in some seven- 
teen chapters, an.l discusses the work of the various departments of a business house 
from a practical standpoint. Theories are rightly eschewed. The work will undoubt- 
edly receive a welcome from manujaclurers who are aiming at efficiency, and who are 
anxious to inaugurate system or reorganise on reliable and tried lines, and there are 
doubtless not a few who arc on the l(»ok out for a comprehensive volume containing 
practical hints." — Hardwar/ Trade Journal. 
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SHIPPING OFFICE ORGANISATION, MANAGEMENT, AND 
ACCOUNTS. A comprehensive Guide to the innumerable 
details connected with the Shipping Trade. By Alfred 
Calvert. In demy 8vo, cloth gilt, 203 pp., with numerous 
forms, 5s. net. 

“This is the most practical handbook on the subject that we have ^een. It it 
in the presentation line by line, in any part of the book, of the subjeci.inaiier treated, 
that the author shows his complete and intimate knowledge of the pr.ictire of the 
shipping trade. There is nothing dead or too theoretic aUmi Mr. Calverc\ Ikwk, 
and his method of explanation is eminently clear and forcible. We can t onfidently 
recommend the work. The book fully answers and makes gooil its lulr.” - 
Manchester Guardian. 


SOLICITOR’S OFFICE ORGANISATION, MANAGEMENT, AND 
ACCOUNTS. By E. A. Cope and H. W. H. Robins. In demy 
8vo, cloth gilt, with numerous forms, 5s. net. 

“ The volume is rendered complete by the publication of numerous forms and 
diagrams, and the authors are to lie coogralul.ited on the th(>rouK*hness with whtcli 
they have performed their task. We have no doubt whatever that the book will In> 
extremely useful to the parties for whom it is intended .” — Birmingham Chamber of 
Commerce Journal. 


GROCERY BUSINESS ORGANISATION AND MANAGEMENT. 

By C. L. T. Beeching. Organising Secretary of the Insiituie of 
Certificated Grocers. With Chapters on Buying a Business, 
Grocers’ Office Work and Book-keeping, and a Model set of 
Grocers’ Accounts. By J. Arthur Smart. In Svn. 

cloth gilt, about 160 pp., with illustrations, 5s. net. 

“ The authors can speak with authority of the Ihimjs of which they write, and 
they give us of their best. The book has twenty chain ers, the topics of wlii.;h extend 
from ‘buying a business* to ‘trading results* .Mr, Sm.irl d*Ml> fullv with tlie 
groccr*s office work and book-keeping, and gives an admir.ible set of grocer's 
. . . the work is well done ihrouglioiir . . . it will l>e read with proiil and pleasure.” -• 
Grocer. 

DRAPERY BUSINESS ORGANISATION AND MANAGEMENT. 

By J. Ernest Bavley. In dc-niy 8vo, cloth gilt. 300 j»p., 
5s. net. 

“The author has evidently sp.ared no pains to make his woik inieiesimg, <»nd 
in this be has so well succeeded that it ean be read with advantage bv uotb 
beginners and experts in the dry goods trade .” — FtnanctaJ Time\. 


BANK ORGANISATION, MANAGEMENT. AND ACCOUNTS. B\ 
J. F. Davis, D.Lit., M.A., LL.B. (Lond.). Lecturer in Banking 
and Finance at the City of London College. In demy 8v<>, 
cloth gilt, with forms, 5s. net. 

“ It is concisely and rlcarly written, and the many examples of rulmp of 
and specimens of voucheis and forms in use form admirable 

The work should fulfil a useful purpose in providing the general survey of fiaaiuog 
which has hitherto been lacking.**— Timei. 
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STCKKBROKER’S OPHCE ORGANISATION, MANAGEMENT 
AND ACCOUNTS. By Julius E. Day, Manager to an Inside 
Firm of Stockbrokers on the London Stock Exchange. In 
demy 8vo, cloth gilt, 243 pp., 73. 6d. net. 

“ ithout doubt there is a distinct need for this book, for it deals lucidly with 
many puzzling points of interest to the investor . . . The author is to be con- 

g atulated upon his achievement in grappling so successfully with a difficult task, 
r the book will prove an asset of considerable value to the beginner, and a work 
of undeniable interest to * The n^an in Throgmorton Street.’ ” — Joint Stock Contpattics' 
Journal, 

COLLIERY OFFICE ORGANISATION AND ACCOUNTS. By 

J. W. Innes, F.C.A. (Swithinbank Innes & Co., Chartered 
Accountants), and T. Colin Campbell, F.C.L, for many 
years Managing Clerk to a large Colliery Company, and now 
a principal Book-keeper at one of the largest Collieries in 
England. In demy 8vo, cloth gilt. 5s. net. 

This book is intended to be a Guide not only to Officials in a Colliery Office, but to 
students and others who take interest in our Coal Trade. It sets forth the main 
lines upon which the organisation of work in a Colliery Office should be laid down, 
and traces the financial history of a ton of Coal from Mother Earth to the consumer. 
The treatise is divided into three parts, the first dealing with the different channels 
through which the sales arc effected. Part II deals with the Costs. Part III treats 
of the Trading or Revenue Account and of the Balance Sheet. The book has been 
compiled for practical use by practical men, and is the result of long years of 
exp^encc. It is fully illustrated by diagrams. 

MONEY, EXCHANGE, AND BANKING, in their Practical, 
Theoretical, and Legal Aspects. A complete Manual for Bank 
Officials, Business Men, and Students of Commerce. By H. T. 
Easton, of the Union of London and Smithes Bank, Ltd., 
Associate of the Institute of Bankers, Second Edition, 
Revised. In demy 8vo, cloth gilt, 312 pp., 5s. net. 

*' Mr. Easton’s book ran be commended to every one desiring guidance and instruc- 
tion in the mysteries of money and exchange, and the theory and practice of 
banking.’* — Truth. 

DICTIONARY OF BANKING. A Complete Encyclopaedia of 
Banking Law and Practice. By W. Thomson, Bank Inspector. 
In crown 4to, half-leather gilt, 563 pp., 21s. net. 

" Mr. Thomson has written a book which has been wanted for a long time and 
he has written it well . . . covers the whole ground of banking law and practice.” — 
Journal of the Institute of Bankers. 

** Since the publication some years ago of Sir Inglis Palgrave’s famous * Dictionary 
of Political Economy ’ we have been favoured with no work of reference so useful 
to bankers as the one which has just been compiled by Mr. Thomson. Mr. Thomson 
has succeeded in his object of compiling a work which shall be of use lioth to the 
banking student and to the practical banker who requires information in a hurry.” — 
Bankers' MagOMine. 

AUDITING, ACCOUNTING AND BANKING. By Frank Dowi.er. 
A.C.A., and E. Mardinor Harris, Associate of' the Institute 
of Bankers. In demy 8vo, cloth gilt, 5s. net. 

This work is a practical guide for the evergrowing host of students of Book-keeping, 
Aoeounting and Banking, and it shot^d also prove of great utility to practising accoun- 
tants and business men merally. It covers the syllabus of the Royal Society of 
Arts in Accounting and Banking, and gives considerable attention to the subject 
of Auditing. 
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PRACTICAL BANKING. Including Currency. A Guidoto Modern 
Banking Practice and the Principles of Currency. By J. F. G. 
Bagshaw, Associate of the Institute of Bankers, and C. F. 
Hannaford, Associate of the Institute of Bankirs. Examiner 
in Banking and Currency to the London Chamber of Commerce. 
In demy 8vo, cloth gilt, 320 pp. 5s. net. 

This work is specially addressed to students of banking, to those engaged in coin* 
mercial work in which’ a knowledge of Banking is necessary, and t») bank othcials, 
especially those in the early years of their careers. The Authors have had varied 
practical Banking experience, and they have successfully dealt with the subjects in 
a clear and simple manner, and have combined clearness of definition with ciuii* 
prehensiveness of matter. The book will lie found extremely uwdul to candidates 
preparing for the Examinations of the institute of Bankers, the London Chamber »«! 
C^merce, etc. 


PITMAN’S BILLS, CHEQUES, iUJD NOTES. A Handbook for 
Business Men and Lawyers. TogcllitT with tin* Bills ol Ext liiuige 
Act, 1882, and the Bills of Exchange (Crositd Cheques) Ad. 
1906. By J. A. Slater, B.A. LL.B. (Lond.). Barrister-at l-iiw. 
In demy 8vo, cloth gilt, 206 pp., 2s. 6d. lut. 


PITMAN’S GUIDE FOR THE COMPANY SECRETARY. A 
Practical Manual and Work of Reference with regard to the 
Duties of a Secretary to a Joint Stock Company. By Arthur 
Coles, A.C.I.S. With Introduction by Herbert E. Blain. 
In demy 8vo, cloth gilt, 344 pp., with 54 facsimile forms, 5s. net. 

“The title is sufficienllv explanatory of the contents, but the Ijook * 

manual for reference by set retaries of joint stock compjm>»^- J? 

include every branch of secretarial duty, and to be excellently well done. t O’ 
Market Review, 


COMPANY ACCOUNTS, By the same Autlior. (See page H.) 


THE COMPANY SECRETARY’S VADE MECUM. A Manual 
of information on matters relating to Limilul Lial.ility i ciii- 
panics, for Directors, Secretaries, etc. In f(ol;cap Svo. iloili. 
Is. 6d. net 


PITMAN'S SECRETARY'S HANDBOOK. A Practical (^de to 
the Work and Duties in connection with the fositionof Secretary 
to a Member of Parliament, a Country Gentleman with a 
landed estate, a Charitable Institution, with « 
to the work of a Lady Secretary and a chaptM '' ‘j* 

Secretarial work in general. Edit^ by H. E Bi . 

In demy Svo, cloth gilt. 168 pp., 3s. 6d. net. 

BALANCE SHEETS. How to Read and 

Complete Guide for Investors, Busimss Men. Commercial 
Students, etc. By Philip Jo^ev. F.C.LS. 

balance sheets. In foolscap Svo. cloth, 


With 26 inset 
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PROSPECTUSES : HOW TO READ AND UNDERSTAND THEM. 

By the same Author. In demy 8vo, cloth gilt, Is. 6d. net. 

PITMAN’S DICTIONARY OF SECRETARIAL LAW AND 
PRACTICE. A Comprehensive Encyclopaedia of Information 
and Direction on all matters connected with the work of a 
Company Secretary. Fully illustrated with the necessary forms 
and documents. With Sections on special branches of 
Secretarial Work. Edited by Philip Tovey, F.C.I.S. With 
contributions by nearly 40 eminent authorities on Company 
Law and Secretarial Practice, including : G. N. Barnes, M.P. ; 
F. Gore-Browne, K.C., M.A. ; A. Crew, F.C.I.S. ; J. P. 
Earnshaw, F.C.I.S. ; M. Webster Jenkinson, F.C.A. ; F. W. 
Pixley, F.C.A. In one handsome volume, half leather gilt, 
gilt top, 774 j)p., 25s. net. 

This work makes a very wide appeal. It explains in detail the duties and 
liabilities of a Secretary from the inception of a Company until the completion of 
its winding up, should such a course l)e necessary. Each stage in the history of a 
Limited Company, whether it be private or public, is fully dealt with ; every 
important decision in Company Law has been embodied in the text ; and for the 
benefit of the close student .i synopsis of the leading cases is given in a large 
number of instances. Promoters and Directors will find in the pages of this work 
much valuable and interesting information. Careful and accurate expositions of 
their legal position are given, and their duties and liabilities are fully defined. 
Accountants, Financiers, Shareholders, Managers, and Students of Commerce, and, 
indeed, all who are directly or indirectly interested in Limited Companies, may 
consult the Dictionary with confidence on all matters appertaining to Company 
Law and Administration. Other important branches of the profession have not 
been overlooked ; and adequate treatment has been given to the duties and 
responsibilities of Private Secretaries, Lady Secretaries, Secretaries to Trade Unions, 
and other organisations. 

THE TRANSFER OF STOCKS, SHARES, AND OTHER 
MARKETABLE SECURITIES. A manual of the law and 
practia: By F. D. Head, B.A. (Oxon). Late Classical 

Exhibitioner of Queen's College, of Lincoln's Inn, Barrister-at-Law, 
Second t dition, revised and enlarged. In demy 8vo, cloth gilt, 
220 pp., 5s. net. 

“ The practising secretary is to be congratulated on the addition to his working 
library of this excellent text-book on one of the most complicated and difficult sul>- 
jwts with which he has to deal. Admirable alike in design and execution, this exp>osi- 
tion of the law and the practice relating to the transfer of securities in joint stock 
companies is a complete and reliable handbook on transfers, to which the secretary 
may turn with confidence in the expectation of finding all the difficulties of the 
subject dealt with, and not slurred over in the far too usual manner."— Secretary, 

HOW TO TAKE MINUTES. Being a Reliable Guide to the best 
method of noting and recording the Minutes of a Business 
Meeting. With Table A of the Companies (Consolidation) Act, 
190a In demy 8vo, cloth, 80 pp.. Is. 6d. net. 

The author has endeavoured to place the reader in possession of information 
which will enable him to take and record minutes in a methodical and businesslike 
manner.*’— /oin/ Stock C onif>anies* Journal. 
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PITMAN'S COMPLETE BOOK-KEEPING. A thoroughly com- 
prehensive text-book, dealing with all dep^mcius of the 
subject, and embracing practically every kind of account. 
With about 20 facsimiles of Company Forms, etc. Enlarged 
Edition. In crown 8vo, cloth gilt, 424 pp.. 3s. 6d. 


PITMAN'S HIGHER BOOK-KEEPING AND ACCOUNTS. Com- 
plete with Answers to all the exercises. By H. W. Porkitt 
and W. Nicklin, A.S.A.A. In crown 8vo. t loth. 304 p[).. with 
many up-to-date forms, and facsimile documents, 2^. 6(1. 

PITMAN’S DICTIONARY OF BOOK-KEEPING. An entiiiK 
new and unique w'ork for teacluTs, stiidt iits aiul piaclitioiiei> 
providing in dictionary form information and guidance u|Hin 
any point in Book-keeping and Accountancy. By K. J- 
Porters, Book-kt^eping MasttT at Pitman's S(Jiool In dciny 
8vo, cloth gilt, with many facsimiles, 78d i>p., 5s. i-et. 


ACCOUNTANCY. By F. W. Pixlev, F.C.A., of the Middle 
Temple, Barrister-at-Law, Ex-President of the Institute of 
Chartered Accountants. In demy 8vo. cloth gilt, 318 |)p., 5s. net. 

“ The work (^mstitutes a very successful attempt to treat arrounlam y on a sneniihc 
basis. The author gives valuable advice <»ii the construction tnioks and '****■* 
ments of account, and suggests rulings which .ire set out. not 
in a series of lines indented and numbered. He divides arc* Mint anry into three 
branches— con«!tructivc. recxirding. and analytical— and deals with ^ 'j* 
branches at considerable length. The work is of a practical n;U ure. ^ 

of the greatest value and assistance to intending praclilionm. willw 

valuablechapter is that on the construction of the balance sheet. —Monty Market 
Review. “ A careful practical treatise.” — Times. 

COST ACCOUNTS in Principle and Practia;. By A. Ci ifk«»ki> 
Ridgway, A.C.A. In demy 8vo, cloili pit, witli 4(t siHCially 
Dreoared forms, 3s. 6d. net. 

•• This treatise deals eshaustively with its subject, 'Y'* 
involved irom the point of view l>oth of j.riiHiple aod pr.irti<.e. M.imil i 
especially should fmd it of great service J 

COMPANY ACCOUNTS. By Arthur Coi.es, A.C.I.S. Wiih a 
Preface by Charles Comixs. A.C.A. In demy 8vo. .k.ih 

In^tids ^ S^prehenske work the 

principles of practical book-keeping to the n tj Tnn.inv in th»* lust stages of us 

Lid other companies. He takes the 

existence, and discusses the purchase * j. Rrgisterv transfers. ad)iii^i 

cation for and allotment of shares, calls, ^ ^ are kiv*mi of the orgaiu- 

ments of registers for dividends, etc.. of diflrrent 

sation of books of account for large or small to tlie g^'iicral fmaneiMl 

classes of business. Cost and ^KKlwill^ leaseholds, mif-r- audits, 

accounts, depredation, reserve and v<*hi»taiv - and 

dividend lists, mcomc The w irk will l>e invaluable alike U* Uh? 

*• compulsory ’’—etc., arc all dealt with, me w »r» 
practitioner and the advanced student. 
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GOLD MINE ACCOUNTS AND COSTING. A Practical Manual 
for Officials, Accountants, Book-keepers, etc. By G. W. Tait 
(of the South African staff of a leading group of mines). In 
demy 8vo, cloth gilt, 93 pp., Ss. net. 

** The author of this book has had many years* practical experience in account 
keeping on the mines in South Africa, and the method he sets out will be found of 
considerable use to those keeping accounts of mines of all classes and in all parts 
of the world." — CapUcUist, 

THE ACCOUNTS OF EXECUTORS, ADMINISTRATORS AND 
TRUSTEES. With a Summary of the Law in so far as it relates 
to Accounts. By William B. Phillips, A.C.A. (Hons. Inter, 
and Final), A.C.I.S., formerly Lecturer on the subject to the 
Manche.ster Evening School of Commerce, and the Manchester 
Chartered Accountants* Students* Society. In demy 8vo, cloth 
gilt, 33. 6d. net. 

PERSONAL ACCOUNTS. By W. G. Dowsley, B.A., Lecturer 
in Book-keeping on the Modern Side, St. Andrew's College, 
Grahamstown. Size 15Jin. x 9Jin., half-leather, 106 pp., 
with interleaved blotting-paper, 6s. 6d. net. 

FARM ACCOUNTS. By the same Author. Size 15J in. by 9J in., 
half leather, 106 pp., interleaved blotting-paper. 6s. 6d. net. 

THE HISTORY, LAW, AND PRACTICE OF THE STOCK 
EXCHANGE. By A. P. Poley, B.A., of the Inner Temple and 
Midland Circuit, Barrister-at-Law ; and F. H. Carruthers 
Gould, of the Stock Exchange, ^cond edition revised and 
brought up to date. In demy 8vo, cloth gilt, 348 pp. 5s. net. 

** It is possible to hail with somethiug more than merely passing gratitude on our 
part, and we trust also on the part of members of the Stock Exchange, a new edition 
ol a work which, on its first appearance, met with a reception commensurate with its 
merits . . . worth double the price the Publishers ask for it." — Financier. 

BANKRUPTCY AND BILLS OF SALE. An “ A BC** of the Uw. 
By W. Valentine Ball, M.A., of Lincoln's Inn, and the North 
Eastern Circuit, Barrister-at-Law. In demy 8vo, cloth gilt, 
386 pp. , 5s. net. Second edi tion, enlarged and brought up to date . 

** Mr. Ball has elucidated an abstruse subject so clearly that the non*expert may 
consult with understanding and profit, but he has also kept in view the specie require* 
ments of chartered accountants. The ‘ABC* arrangement is a novel feature, but a 
welcome one, in a work of this kind, for it peniiits of easy reference on a point without 
any break in the sequence of a closely-reasoned work that embodies autboniativc 
decisions on the many points involved.*’ — Financier. 

THE LAW OF HEAVY AND UGHT MECHANICAL TRACTION 
ON HIGHWAYS IN THE UNITED KINGDOM. By C. A. 
Montague Barlow, M.A., LL.D., M.P., and W. Joynson 
Hicks, M.P. In demy 8vo, cloth ^t, 318 pp., 8s. 6d. net. 

** An excellent book. The manner in which the subject is treated is quite admirable, 
and the various decisions dealing witlvthe subject are well classified and rendered 
perfectly clear, as in fact are the entire contents of the book. Certainly the best 
practical handbook that we have seen on the subject." — Motor Traction. 
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PITMAN S MERCANTILE LAW. By ]. A. Siater. B.A.,LL.B. 
A practical exposition for law students, business men. and 
advanced classes in commercial colleges and schools. St'cond 
Edition, Revis^. In demy 8vo, cloth gilt, 448 pp.. 5^ mt. 

“ We are not RUprised that a second edition should have been ior. 

Bipiness men will find it a book of reference which will provide them with Uie 
rules of law upon general subjects in a short and clear form, and the law ^t^ldenl. 
too, will find It of considerable assist ance.**~L 4 iw Timfs. 

PITMAN’S HANDBOOK OF LOCAL GOVERNMENT LAW 

Specially designed for all engaged in the offices of Loral Author- 
ities in England and Wales, and for Public Men. By J. Weli.s 
Thatcher. Of the Middle Temple, Barrister-at-Law’ In crown 
8vo, cloth gilt, 250 pp.. 3s. 6d. net. 

LOCAL GOVERNMENT CASE LAW. By Randolph A. Glen, 
M.A., LL.B. (Cantab.), Barrister-at-Law, of the Middle Teinjile 
and Western Circuit. In three volumes. Vol. I (1910), 176 pp., 
demy 8vo, cloth gilt, 5s. net. Vol. II (1911), alxmt 350 pp., 
demy 8vo, cloth gilt, 7s. 6d. net. Vol. Ill (1912), in derny 
8vc), cloth gilt, 10s. net. 

In these three volumes over 1,200 cases (English, Scottish, and Irish), decided in 
1910, 1911 and 1912, are collected for the use ol Clerks to Lcnal Aiithorttirs, 
Members of the Legal Profession, Justices of the Peatc, ItH'al aut!ionlu‘> and other 
municipal workers. 


ENCYCLOPiEDIA OF MARINE LAW. By Lawrence Duckworth, 
of the Middle Temple, Barrister-at-Law. Second Edition. 
Revised. In demy 8vo, cloth gilt, 386 pp., 5s. net. 

“The object of this volume is to place before a shij»owner or anyone ronrifcted 
with maritime commerce, in wcll-digeslcd form, the esstmee of ihe l.»\v and ihr full 
meaning of words connected therewith. The advantage of such lucid rundm^auon 
of a library of books in a single volume 'vill, w'e venture to bidievc, fir appreriateif 
by busy men of commerce .” — Shipping 


PITMAN’S GUIDE TO THE LAW OF LICENSING. Tin hand 
book for all Licence-holders. By J. Wells 'rHATCiiER. 
Barrister-at-Law. In demy 8vo, rlotli gilt, 200 pp.. 5s. ii#i. 

Thi«; guide has been specially written for the n>e of hrcrn r-holdeifc. The vamm*. 
subjects are treated in alphal)etical order, and will be fourul easv for ni’'tant leicri-mr 
The alphabetical arrangirnent of the titles will be of service, f.oih tn *' Ihe Irade, 
and to the trained minds of the legal profes‘-»oii, for it gives a short amJ arrurate 
summary of each subject of the law of licensing. 


RAILWAY (REBATES) CASE LAW. By (»in. H. J.ism.sdkn, 
Author of “ Railway Trader’s (iuide," » < t' . In dt iny 8vo, 

cloth gilt, about 400 pp. 10s. 6d. net. 

In this book something new has Ixren atlcmjited. i.c., i<. poonh- h'* 
interested a handy collection of the numerous tesi fas*-, nu ihc sul.jc. i k.hiw^ 
Rebates. Hitherto— owing to the fact that the ncfi-.^iry Y L. 

costlv, and legal opinion much more s»>- it has been an i xtreineU ' 
for the laxmian even to ascertain prei isi-Jy what ilv- hm is -m thi- ' ..*t 

for a purely nominal fee. every railway trad-r will Ih- able to ha\c 1' • nm*. 
alwa>^ at hand to consult at will. Obviousiv. t».>, this w-irk owu,^ n, “s nattire, 
will appeal very strongly to bf»lh railway oftuers and th*- legal 
all tlS^ who have aiiythinp to -lo -ilh-r dimtly or «ilh ra.Uay 

consignments. 
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HOUSEHOLD LAW. By J. A. Slater, B.A., LL.B. (Lond.). In 
demy 8vo, cloth gilt, 316 pp., 5s. net 

“The scheme of this book is quite admirnble. It covers almost every phase 
of a householder's existence, and continues it even to the winding up of his estate.*' 
— Morning Post, 


COMPANIES AND COMPANY LAW. Together with the Com- 
panies (Consolidation) Act, 1908. By A. C. Connell, LL.B. 
(Lond.), of the Middle Temple, Barrister-at-Law. In demy 8vo, 
cloth gilt, 344 pp., 5s. net. 

“ The volume before us will afford great assistance to all persons who are at any 
time brought into contact with joint stock companies. The numerous points of 
company law will be found to be lucidly explained, and copies of all the more iir portant 
forms are set out .'' — Law Times, 

FARM LAW. By M. G. Johnson. This is a handy volume which 
cannot fail to be of the greatest use to farmers, land agents, 
surveyors, and all other persons who have to deal with land and 
landed interests. In demy 8vo, cloth gilt, 160 pp., 3s. 6d. net. 

This work is a very successful attempt to supply in clear and simple language 
a summary of the law relating to the farm and the agricultural holdmg.** — 
Land Agents' Record . 


THE LAW OF CARRIAGE. By J. E. R. Stephens, B.A. Ot the 

Middle Temple, Barri&ter-at-Law. In demy 8vo, cloth gilt, 
324 pp., 5s, net. 

“ It deals with the subject in a clear, concise maimer, and should undoubtedly 
appeal to those persons for whom it is intended. Practically the whole of the cases 
on this branch of the law are referred to in the volume ." — Law Times. 

INCOME TAX AND INHABITED HOUSE DUTY LAW AND 
CASES. A Practical Exposition of the Law, for the use of 
Income Tax Officials, Solicitors, Accountants, etc. By W, E. 
Snelling, of the Inland Revenue Department. In demy 8vo, 
cloth gilt, 278 pp., 5s. net, 

“ Mr. Snelling has done his work as compiler extremely well The numerous 
sections are models of clearness and brevity, while in most instances they are illustra- 
ted and supported by references to the decisions of high legal authorities upon the 
particular points concerned. There are three useful appendices and a copious index." 
— Morning Post, 


THE LAW RELATING TO SECRET COMMISSIONS AND BRIBES 
(CHRISTMAS BOXES, GRATUITIES, TIPS, ETC.) THE 
PREVENTION OF CORRUPTION ACT, 1906. By Albert 
Crew, of Gray’s Inn, and the South Eastern Circuit, Barrister- 
at-Law ; Lee Prizeman of Gray’s Inn ; author of “ A Synopsis 
of Mercantile Law,” “ Company Law,” etc. In demy 8vo, 
cloth gilt. 5s. net. 
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THE LAW OF REPAIRS AND DILAPIDATIONS. Hv I . Cato 
W oRSFOLD, M.A., LL.D, In crown 8vo. cloth pit. txl. tut. 

THE LAW OF EVIDENCE. By W. Nembhari> Hibbukt. LL.l). 
(Lond.), Barrister-at-Law of the Middle Temple. In erowit 8vo. 
cloth gilt, 3j. 6d. net. 


THE WORLD’S COMMERCIAL PRODUCTS. A descriptive 
account of the Economic Plants of the World and ol theii 
Commercial Uses. By W. G. Freeman, B.Sc., F.L.S., Su(H r- 
intendent, Colonial Economic Collections. Imjxnial Institute. 
London, and S. E. Chandler, D.Sc., F.L.S., Assistant, Colonial 
Economic Collections, Imperial Institute, Limdoii. With 
contributions by numerous Specialists. In demy 4t(), iloth 
gilt. 400 pp., 420 illustrations from photographs and 12 coloured 
plates and maps, 10s. 6d. net. 

DICTIONARY OF THE WORLD’S COMMERCIAL PRODUCTS. 
With Equivalents in French, German, and Spanish. Second 
Edition, Revised. In demy 8vo. cloth gill. 164 m'.. 2s. 6d 


THE THEORY AND PRACTICE OF COMMERCE. Beuig a 
Complete Guide to Methods and Machinery of Business lalited 
by F. Heelis. F.C.I.S., Author of “ How to IVai h Ihi-iness 
Training.” “ Questions and Answers in Business '1 laining.' eU. 
Examiner in Business Training tv the Lancashire and Cheshtre 
Union of Institutes, the West Riding County ( oiinct . and the 
Midland Union of Institutes. Assisted by Si>i < i,ilist ( on- 
tributors. In demy 8vo, cloth gilt. 620 j-p.. with many 
facsimile forms, 4s. 6d. net. Also in 2 vols., ea.h pine bd. 
net. Complete index jwst free. 

PITMAN’S GUIDE TO BUSINESS CUSTOMS AND PRACTICE 
ON THE CONTINENT. By Emu. Davies. In <rown Hvo, 
cloth gilt. 154 pp.. 2s. 6d. net. 

A NEW DICTIONARY OF THE PORTUGUESE iWD ENGLISH 
LANGUAGES. Based on a manuscript of Jti.iis ( * j > 

H Michaelis In two Parts. First Part : I ortUf;u< -i* • - • 

S^ond Part * English -Portuguese. Colloquial, rmunu u i:il and 

StrW wn.. hi.e ixs-n pkntilully I 

book ^ ir,eg«l.n>ie in thn ‘ 

conjugation of veilxs have tarr fulK 

Edition. Tw .0 volumes, each 15s. net. 
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ABRIDGED DICTIONARY OF THE PORTUGUESE AND 
ENGLISH LANGUAGES. Including Technical Expressions of 
Commerce and Industry, of Science and Arts. By H. Michaelis. 
The present Dictionary is an abridgment of the author’s larger 
Portuguese and English Dictionary, its whole construction and 
principal features being the same as those of the larger work. 
In two Parts. 1. Portuguese-English. IL English-Portuguese* 
Both Parts in one vol. In crown 8vo, cloth. 15s. net. 

PITMAN’S DICTIONARY OF COMMERCIAL CORRESPON- 
DENCE IN FRENCH, GERMAN, SPANISH AND ITALIAN. 

Second, Revised, and cheaper Edition. In demy 8vo, cloth, 
502 pp., 5s. net. 

*' Nine hundred columns are occupied by the dictionary, and in an appendix of 
more than fifty pages we have specimen letters dealing with the most important 
phases of commercial life. They are practical models which can easily be adapted. 
Care has been taken throughout to give the student the essentials of a good style 
of commercial correspondence in a clear and helpful fashion, and as a work of reference 
the volume is invaluable .** — Manchester Courier, 

ENGLISH-FRENCH AND FRENCH-ENGLISH DICTIONARY 
OF BUSINESS WORDS AND TERMS. In this work an 
effort has been made to bring together a great many terms 
used in commercial correspondence which are not contained in 
the dictionaries in ordinary use. Size 2J by 6J ins., cloth, 2s. 6d. 
net 

ENGLISH-GERMAN AND GERMAN-ENGLISH DICTIONARY OF 
BUSINESS WORDS AND TERMS. A new i^ket English- 
German and German-English Dictionary, with a list of Abbrevia- 
tions in general use, by Fritz Hundel. Size 2J by 6J in., 
rounded corners, .roan, 2s. 6d. net. 

PITMAN’S INTERNATIONAL MERCANTILE LETTERS. A 
Collection of Actual Letters arranged in Groups illustrating 
modem mercantile methods, and forming m<xlels for the 
Foreign Correspondent, Five volumes. Each of the new 
volumes contains a very large and widely varied collection 
of business letters, arranged in groups and in series, and 
dealing at length with (a) Business in Goods; (6) Banking, 
etc. ; (c) Commission and Consignment Business ; and (d) 
The Transport and Insurance of Merchandise. In each of the 
five volumes there are Additional Exercises for practice, and a 
useful List of Business Abbreviations in two or more languages, 
arranged in parallel columns. Each in crown 8vo, cloth gilt, 
250 pp. 

English .. .. 25. English-French ., 2s. 6d. 

English-German .. 2s. 6d. ' Engush-Italian .. 8s. Od. 

English-Portuguese .. 3s. 6d. 
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CONSULAR REQUIREMENTS FOR EXPORTERS AND 
SHIPPERS TO ALL PARTS OF THE WORLD. By J. S. 
Nowery. In crown 8vo, cloth. With exact copies of all forms 
of Consular Invoices. 2s. 6d. net. 

THE THEORY AND PRACTICE OF ADVERTISING. By Walter 
Dill Scott, Ph.D., Director of the Psychological Laboratory 
of North Western University. U.S.A. The Author of this work 
has made advertising the study of his life and is acknowledged 
as one of the greatest authorities on the subject in the United 
States. In large crown 8vo, cloth, with 61 illustrations. 240 pp.. 
6s. net. 

THE PSYCHOLOGY OF ADVERTISING. A Simi)le Ex^wsition 
of the Principles of Psychology and their Relation to Successful 
Advertising. By the same Author. In this book. Profesj^or 
Dill Scott does not merely state principles and theorize uih)ii 
them — ^he furnishes characteristic examples and apf>rot>riate 
illustrations in explanation and support of his views. In large 
crown 8vo, cloth, with 67 illustrations, 282 pp., 6s. net. 

THE PRINCIPLES OF PRACTICAL PUBLICITY. The Art of 

Advertising." By Truman A. de Weese. The Author was in 
charge of Special Publicity for the Louisiana Purchase Exposi- 
tion at St. Louis (1904). and is Director of Publicity for one 
of the largest advertising firms in America. The lM)f)k will be 
found a comprehensive and practical treatise covering the 
subject in all its branches, showing the successful adaptation 
of advertising to all lines of business. In large down Hvo. 
cloth, with 43 full-page illustrations. 266 pp.. 7s. 6rl. net. 

ADVERTISING AS A BUSINESS FORCE. A ( oni]>iIa!ion nf 
Experience Records. By P, T. (’fikkinj. ion, Jn•^tmelo| m 
(Commercial Organisation in the (irarluate School <>1 Bu-'iness 
Administration, Harvard Lmiversily. In (hiny Hvo. «|oth gilt, 
586 pp., 7s. 6(1. net. 

“ I’rof. Lhoringtoii's Ixnik is ino»riipar.ii>iy i 
on thf jjeiuTal suhjfct at advertisinc that h;i> y 
a bciok that represents advertising in tin* w.iy 
that illustrates it with instances drawn from tin 
and prinripl*^, in this inaniuT, emerge naliir. 
and stand out as verdii'ts ; they are not spcci, 

NothiiiR like this lKX»k has been jjiveii to the a 
Ink** 

PRACTICAL SALESMANSHIP. A treatise on the Art of Selling 
Goods. By N. C. Fowler, Jnr. .\^M>t‘d by turnty nin<* 
Expeit Salesmen, Sales manageis, and prominent hu^m^ ss men. 
In crown 8vo, cloth, 337 pp., fkl. net. 
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ADS AND SALES. A study of Advertising and Selling from 
the standpoint of the new principles of Scientific Management. 
By Herbert N. Casson. In demy 8vo, cloth, 6s. net. 

SYSTEMATIC INDEXING. By J. Kaiser. In royal Svo/ cloth 
gilt, with 32 illustrations and 12 coloured plates. 12s. 6d. net. 

** Ever^r bit of his book is worth reading ; he not only shows what should be done, 
but why it should be done, and the reason that some other method should not be 
adopted. He not only guides in the right path, but also takes care to erect frequent 
warnings which are designed to prevent a wandering in other directions. He gives 
very frequent illustrations to amplify his text, and a careful perusal of his views will 
enable tne ordinary business man to quickly seize upon the essentials in useful 
indexing.” — Liverpool Journal of Commerce. 

THE "COLE ” CODE, OR CODE DICTIONARY. Size 7i in. by 
10 in., 272 pp., doth. 15s. net. 

This book contains a simple, safe, and economical method of cabling verbatim 
commercial, technical, and social messages, complete and up to date, with unlimited 
facilities for extensions to suit any kind of business, including cabling from books, 
catalogues, price lists, etc. There are also two extra vocabularies of 10,000.000 
words each, arranged in alphabetical and numerical order. 

OUTLINES OF THE ECONOMIC HISTORY OF ENGLAND. A 
Study in Social Development. By H. 0. Meredith, M.A., 
M.Com., Fellow of King’s College, Cambridge ; Professor of 
Economics, Queen’s University, Belfast. In demy Svo, cloth 
gilt, 376 pp., 5s. net. 

” Beginning with the Economic development of Britain during the Roman occupa- 
tion, the work traces the progress made down to the present day, in tlie course of 
which Mr. Meredith discusses such interesting subjects as the genesis of c.apitalism, 
money and taAation, the growth of trade and industry, the trade union movement, 
the law and the wage-earning classes, finance and national welfare, etc. To the 
student and busy man it affords an excellent introduction to the study of one of the 
most complex questions of the day.” — Chamber of Commerce Journal. 

ECONOMICS FOR BUSINESS MEN. By W. J. Westo.n, M.A. 
(Lond.), B.Sc. (Lend.). In crowm Svo, cloth. Is. 6d. net. 

COMMERCIAL TRAVELLING. A Guide to the Profession foi 
present and ])iospeetive Salesmen “ on the road.” By Albert 
E. Biti.l. In crown 8vo, cloth gilt, 2s. 6d. net. 

THE ECONOMICS OF TELEGRAPHS AND TELEPHONES. By 

John Lee, Traffic Manager, Post Office Telegraphs. In 
crown Svo. cloth gilt, 2s. 6d. net. 

TRAMWAY RATING VALUATIONS AND INCOME TAX ASSESS- 
MENTS. By F. A. Mitcheson. Accountant, Manchester 
Corporation Tramways. ^In demy Svo, cloth gill, 2s. 6d. net. 

" 1 his compact little volume should prove of very great value to tramway 
officials and others.” — The County and Municipal RecorT 







